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Man-made Island in the blue Pacific 


A new island is rising in the Pacific 
off the coast of California. Man- 
built, this landscaped island of sand, 
rimmed with rock, will enable Rich- 


field to tap undersea reservoirs of oil 


The island, in water 44 feet deep, 
has been planned to permit maxi- 
mum development of the Rincon oil 
field’s seaward extension, where test 
drilling barges have already verified 
the presence of oil at normal depths 
on Richfield’s 1,175-acre State lease. 





The island will provide space for as 
many as seventy wells. When com- 
pleted no drilling derricks will mar 


the island’s scenic appearance. 


This is another dramatic example 
of how Richfield scientists and engi- 
neers employ modern methods to 
speed the recovery of oil in many 
parts of the world, and thus assure 
increasing supplies of oil and petro- 
leum products of the very highest 


quality for years to come. 


The Far West—where the 
name Richfield stands for 
the best in petroleum 
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RICHFIELD a leader in Western Petroleum Progress 
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Selective Service— 
for Investors! 


You believe in the long range growth 
of American business. You’d like to 
share in that growth yourself. You de- 
cide to put your extra money to work, 
to become an investor. 

So far so good. 

There are 2,575 securities on the 
New York Stock Exchange you can 
choose from. 

923 more on the American Stock 
Exchange. 

And over 30,000 stocks and bonds 
that are bought and sold in the over- 
the-counter market. 

How can you tell just which ones 
you should buy for your purposes? 
Just which securities to select for a 
potential increase in price, or liberal 
dividends, or maximum security of 
your capital ? 

For most individuals, the answer, of 
course, is — you can’t. 

That’s why we maintain a Research 
Department that’s one of the biggest 
and best in the business, a Research 
Department that’s always willing to 
provide a selective service in securities 
for anybody who asks. 

If you'd like their help in picking 
the best stocks currently available for 
your purposes ‘ee 

Or, if you'd like them to pass on the 
relative merits of any securities you 
already own... 

Just ask. 

There’s never any charge; you're 
not obligated in any way, whether 
you're a customer or not. 

Simply address a confidential letter 
to— 


FRANK V. DEEGAN, Department SF-104 


Merrill Lynch, 


. 

Pierce, Fenner & Beane 
Members New York Stock Exchange 
and all other Principal Exchanges 
70 Pine Street, New York 5, N. Y. 
Offices in 112 Cities 
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The Trend of Events 


DIC’: ATORSHIP BY GANGSTERS... Two World Wars 
have brought terrific changes in our economy—in 
poliitics—and made a mockery of our democratic 
forms of government. Our social structure has been 
undermined, and the moral fiber of our ethical stand- 
ards has been seriously impaired. 

The hoodlums of Al Capone’s days were small 
fry compared with the gangster tycoons, who are 
now so entrenched in labor and industry that they 


shold the power of economic life and death over the 


working men and women of the United States. 
With the money secured from their legalized 
racket that enables them to collect monthly millions 


fin dues and welfare funds, they have made invest- 


ments that give them a powerful hold on legitimate 
business and industry. While their operations in illicit 
business enterprises—in narcotics and ventures in 
the entertainment and allied fields have had a de- 
moralizing effect on the youth of the nation. 

And what is particularly disturbing—no matter 


MWhat the evidence against them—and regardless of 


i | 


1 


meVil-doers. 


proof of defalcations, theft, blackmailing and mur- 
derous gang warfares, they 
Manage to perpetuate them- 


(and this under the influence of the scandal] un- 
earthed by the McClellan Committee) is that Dave 
Beck is now more or less getting out of the labor 
movement—when he gets ready! But after him comes 
Jimmy Hoffa! As far as outward signs go, Hoffa is 
perfectly acceptable to the Meany organization. 

And what is Congress doing about bringing labor 
leaders within the bounds of law and order? “‘Some- 
thing” was going to happen to union fund misman- 
agement and diversion but, again, not even the 
outlines have come into focus. Senator John F. Ken- 
nedy had a program prepared for this purpose— 
months ago. It was formally announced, its steps 
carefully enumerated in press releases, and hearings 
were to begin at once. They didn’t begin at once— 
or ever! 

And what are the rank and file union members 
doing about it? When Beck, et al, were perspiring 
before the Senate kleig lights and the evidence was 
piling up, the revolting union members were de- 
manding that something be done—and they seemed 
to have assurance from Washington that their 

prayer would be answered. 





selves in office. 

AFL-CIO President George 
Meany, who has been pub- 
lily wringing his hands at 
the pictures of malfeasance in 
high union office, should have 
instead been vigorously 
wringing the necks of these 
The only accom- 
plishment he has chalked up 





regular feature. 


We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss this 


But when Jimmy Hoffa was 
freed by a jury in Washing- 
ton, D. C., in a verdict that 
veteran court attaches have 
marked out for a place in 
judicial history of a-sort, he 
was hailed by the rank and 
file—he was lionized. Or was 
this merely an engineered 
demonstration ? 

(Please turn to page 681) 
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As 9 See JL! 


TIGHTER MONEY AHEAD —A CALCULATED RISK 


Tie Federal Reserve money managers have just 
moved boldly, perhaps even imprudently, to raise the 
Federal] Reserve discount rate from 3 to 314 per cent, 
highest since early 1934. This signaled a policy deci- 
sion that will have enormous influence on the course 
of business. For good or ill, the Federal Reserve Board 
has decided to make the credit squeeze stiffer. The 
Reserve authorities took their action in the face of a 
riddle which has almost all economists and business 
analysts baffled: What is business doing and, more 
important, what is it getting ready to do? 

Rarely has it been more difficult to decide on an 
appropriate credit policy. And the stakes—the well- 
being of 171 million people and a $434 billion economy 
—were never greater. 

Too little money would starve the economy and 
possibly precipitate a business downturn. Congress 
and many people all over the country are already up 
in arms on the grounds that the Reserve Board is 
making money too tight and risking a depression. On 
the other hand, others feel that the risk of inflation is 
still substantial. In their view, putting out more 
money now would be like throwing gasoline into a 
smoldering fire. 

The trouble is that the usual signposts of business 
conditions which guide credit policy are pointing in 
all directions today, confusing the issue and making 
a definite stand difficult. 


The Business Outlook 


Gross national product in the second quarter was 
running at an annual rate of $433.5 billion, a new 
high and $22.7 billion higher than in the second quar- 
ter of 1956. People’s incomes are at record levels. 
Retail sales in the first half of 1957 reached a new 
high. Spending by Government at all levels—federal, 
state and local—made a new record. Business capital 
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Nevertheless, many people are convinced that th) not 
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cautious and less optimistic. The latest survey of the 
University of Michigan’s research center reveals 
growing concern over the general outlook, sharp 
| awareness of rising prices and a growing feeling that 
‘this is a bad time to buy cars or household goods. 
This latter attitude is reflected in auto production 
below a year ago and in shutdowns of some appliance 
| plants all over the country. 
Furthermore, much of the recent expansion in the 
» economy reflects price inflation rather than real 
) gains. Deflating the $433.5 billion GNP by the 3.4 per 
'cent rise in consumer prices over the past year, for 
F example, reduces it to about $419 billion, hardly much 
d » larger than 1956’s $415 billion. Consumers’ disposable 
income — what 
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view is that this year’s business loan expansion itself 
exceeds by about $2.6 billion, as the table shows, the 
normal seasonal experience. 

Meanwhile, state and municipal bond issues totaled 
$3.9 billion in the first seven months, pointing to a 
1957 total beyond 1956’s $5.4 billion. And even at its 
depressed level, home building is still taking a big 
share of the savings flow; mortgage debt rose about 
$5 billion more in the first half of 1957. Though fewer 
homes are being built, prices have risen and the need 
for money is correspondingly increased. 

With this tremendous demand for funds, the finan- 
cial markets are under the greatest strain in a gener- 
ation. In June Southern Bell Telephone paid 4.85 per 

cent to sell $70 
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after taxes — has a iaepidonriepectactaen : bonds. In Aug- 
t the ‘not even kept Latest Changes First Half ust top quality 
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ot bee 1957 was $1,705, _ PRICES, CREDIT, AND INTEREST RATES paid 6 per cent 
thaife aga Tt $1, a i a or better. 
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- ik ter of 1956. ME. = ccrwinects Treasury which 
try’s This poses the Wholesale prices (1947-49—100) 118.0 0.4 + 33 + 2.2 (July) only three years 
yy’ 342 i billion Consumer care hia ean anna 120.2 + 18 + 49 + 1.8 (June) ago could sell its 
Reportin nk business loans, - + . 
mn oi aera Me this sete adj. ($bil.) $328 + 41 + 45 + 2.6 (July) 91-day bills for 
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new advance, or + mage ak ra : sig Hi i. ; ao ter. On its recent 
to «oat 4 im mmerca n o ° . le ° > ; 
jis it the begin- ine Sh tom. coat gages 400 | 163 + 063 + 038 (Aug) refunding in 
ning of a down- Prime 90-day bankers accept. 3.63 + 1.25 + 0.88 + 0.25(Aug.) July the Treas- 
turn? 91-day Treasury bills 331 + 136 + 053 + 0.09 (Aug.) ury had to pay 4 
Jong There is no Treasury 1-year borrowing rate 400 + 138 + 063 + 0.75 (Aug.) per cent to keep 
rrent confirmation of a New High-grade corp. bonds 5.20 + 0.32 + 0.93 + 1.00 (Aug.) investors’ funds 
rder) turnaround in in the Treas- 
teel-) business in the ury’s paper. 
behavior of general price indexes and the money mar- The Federal Reserve authorities are emphasizing 
» sigip kets. Consumer prices have risen 3.4 per cent in the the inflationary evidences and underplaying signs of 
ue ti@ past year. The 0.5 per cent rise in June was at anan- weakening business activity. Thus, a Federal Reserve 
rs. I#nual rate of 6 per cent; continued, this would cut the spokesman, commenting on the discount rate in- 
m thei Value of the dollar by 50 per cent in seven years. Fur- creases, stated: “the main problem is inflation.” 
al ther rise is foreshadowed by the rising trend in This may be true. Certainly the Federal Reserve 
My, pel Wholesale prices, where the $6 a ton steel hike andthe was right in April 1956 when it raised discount rate 
leent per pound increase in aluminum overshadow from 214 to 234 per cent in the face of opposition 
mor price weakness in copper, lead and zinc. from business, labor and such high Government offi- 
r cials as then Treasury Secretary George M. Humph- 
Prices and the Money Market rey and Economic Advisor Arthur Burns. That time, 
Credit demands continue insatiable, pushing inter- the pause in the economy was merely temporary, 
est rates up correspondingly, as the table shows. New preparatory to a new upward surge, but now there 
corporate bond offerings totaled $4.9 billion in the is evidence that the boom is topping out. At this 
first six months of 1957, a new record well beyond the stage a 1% per cent increase in discount rate is 








$4.0 billion sold in the comparable period last year, 
and new stock offerings ran beyond $1.5 billion 
against $1.2 billion in 1956. 

Some observers explain increased business de- 
mands on the capital market, despite a leveling trend 
& in business activity, as a natural aftermath of exces- 
sive earlier reliance on bank financing for capital 
rojects. Business is now said to be raising long term 
money to repay bank loans. The trouble with this 
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strong medicine. 

The monetary authorities are, of course, prepared 
to reverse their policy for they admittedly are feel- 
ing their way. 

Meanwhile, it is worth remembering that we have 
never had interest rate increases and bond price 
declines such as have occurred over the past three 
years which were not followed by serious setbacks 
in economic activity. 
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Stock Market Facing Business Realities 


Although not yet decisive, recent market performance could well mean that the February- 
July upswing is now past history. A more questioning mood on medium-term potentials 
for business activity and profits is evident. We doubt that it will be changed by possible 
trading-range rallies. A cautious and highly discriminating investment policy remains fully 


justified. 


By A. T. MILLER 


Wan investors and speculators discouraged 
by demonstrated inability of the industrial list to 
plow through its 1956 tops on the July upthrust, 
with short-term money rates pushed up again and 
the bond market under further pressure, with the 
second-quarter earnings reports mostly providing 
either little cheer or cause for concern, and with 
hopes for a fourth-quarter business upturn toned 
down, the recent sell-off in stock prices was ex- 
tended during the last fortnight. 

At least a temporary selling climax developed in 
the August 7 trading session, accompanied by a 
substantial expansion in share turnover and result- 


ing in a fair rally by that day’s close. However, the 
subsequent movement to the end of last week ~vas 
narrow and on the apathetic side, with tracing 
volume reduced. Pending more light on _ busir es 
developments, a stand might be made around fere 
for a time, possibly with selective backing and fill- 
ing, possibly with some further rally. 


Correction Already Considerable 
At last week’s closing lows, the industrial aver- 


age had cancelled nearly a third of its entire Febrv- 
ary-July rise and broken under the low recorded on 





“THE MARKET IS A TUG-OF-WAR . . 
PRODUCES THE FLUCTUATIONS” 


MH SUPPLY OF STOCKS 


| As Indicated by Transactions 
at Declining Prices 


DEMAND 
As Indicated by Transactions 
at Rising Prices 


MEASURING MARKET SUPPORT 


. CONSTANTLY SHIFTING SUPPLY & DEMAND 
THE MAGAZINE OF WALL STREET 1909 





a sizable June _ reaction. Although 
pushed down materially, the rail ani 
utility averages remained in their June. 


July trading ranges, breaking no sup-| 
significance} + 
There has been a sizable, even though! 
not great, correction of the July over) 
valuation. Much of the previous exces 
sive emphasis on inflation has evap- 


port level of technical 


orated. The general mood is consider- 


far as it goes. Whether it is enough 
remains to be seen. Regardless of rallies, 
we do not see present basis for a re 
newed rise capable of carrying above 
the industrial average’s July triple top, 
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weakness. If these swings are charted 
against business activity earnings and 
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for business activity and profits overl 
the rest of the year. That is healthy sof 
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It was but a whisper dur- 
ing the market’s zig-zag retreat from early-August, 
1956, to the February low, though the cost of living 
trended up through that period. Living costs rose 
about 4.3% from March, 1956, through June, 1957. 
The average level of the 30 Dow industrials in 
| March, 1956, was abcut 500, against about 497 
snow. Thus, the evidence points up the obvious fact 
‘that inflation is not bullish for the market unless it 
‘results in higher corporate earnings and dividends. 
Bearing on that, average earnings of representative 
larger industrial companies had a net shrinkage 
around 6% from the first quarter of 1956 to the 1957 
second quarter (based on our estimate for the lat- 
ter), while on the same comparison their dividends 
gained less than 2%. 

On the other hand, living costs were highly stable 
(despite an upward wage spiral) from mid-1952 
through the first quarter of last year, through which 
period the industrial average had a net rise of about 
80°, facilitated by roughly a 30% gain in quarterly 
profits of larger industrial concerns and nearly a 
10‘% gain in dividends. Rounding out the compari- 
son, representative prominent industrial stocks in 
mid-1952 were selling at an average around 10.5 
times earnings, against about 15.0 times at the 
recent market high; on an average yield around 
1.7%, against about 3.7% at the July high; and 
With the spread over bond yield around 100%, 
whereas at the July high, and at present, bond 
yield is appreciably in excess of stock yield. 

Investment psychology, always wrong in its more 
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extreme manifestations, can at times largely ignore 
the visible facts. Consider the early postwar experi- 
ence. The industrial average fell from a mid-1946 
bull-market high of 212.5 to about 163 in a few 
months time, made a double bottom in the spring of 
1947 and thereafter wallowed around in a restricted 
range. The decline liquidated previous excess prin- 
cipally in speculative low-priced stocks; and, in the 
case of better-grade issues, presumably discounted 
“the coming postwar depression”. But there was no 
depression. Ironically ignored by the market, there 
was a dynamic inflation, if measured by the con- 
sumers price index. It rose over 34% in 1947, 
reflecting termination of the war-time price con- 
trols. Aided by termination of the war-time excess 
profits tax and resumption of normal peacetime 
production, total corporate profits rose nearly 36° 
on the year, total dividends nearly 13%. Typical 
prominent industrial stocks sold at an average 
around 10.0 times earnings in 1947, at a yield 
around 5%, with bond yields about half that. 


Sentiment Swings with Market 


It turned out, of course, that there was much 
more inflation ahead, and dynamic growth in eco- 
nomic activity, earnings and dividends. But invest- 
ors, including institutional fund managers, were not 
“inflation-minded” at the time, nor “long-term- 
growth-minded.” As usual, psychology shifts with 
the market. In recent times of high stock prices, 


633 


































particularly on the upswings to what has now be- 
come an historic triple-top, we have had the inces- 
sant bullish refrain: “more long-pull inflation cer- 
tain” and “dynamic long-pull economic growth as- 
sured.” The making of statistical “projections” of 
what investors can expect in 1965 or 1975 has be- 
come quite a business. No doubt the long-term fu- 
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ture is promising—1i a nuclear war does not afflicf 
us. It always has been so in this country. But that 
cannot provide a one-way street for business or the 
stock market. However, a good deal of the distant 


promised land has been discounted in prices of popu. 
lar stocks. Meanwhile, we have to pay some atten 


tion to 1957 and 1958. There is nothing roseat 
about 1957 business activity or earnings; and th 
makings for strong 1958 improvement cannot le 


cited. In their absence, the question is whether the 
coming year will be a little better than this one, sf 


little poorer or materially less satisfactory. The 
stock market needs at least a boomlet—preferab! Va 
boom—in corporate earnings. We do not see it ony 
the horizon. 


A “Market of Stocks” t 


Of course, the investor’s pay-off is in individual 
stocks, rather than the “average’’, 


a principal market feature for a long time. That 
was so throughout last year, and is so thus far i 
1957. 

At recent levels, as shown by the accompanying 
chart, our weekly index of 300 stocks was up 4 
nominal 1% since the start of the year; the inde 
of 100 high-priced stocks was up 0.4%; the index 
of 100 low-priced stocks up 1.2%. Among stock 
groups in which there is considerable-to-broad _in- 
vestment interest, the markets’ earlier 1957 upside 
impetus centered largely in oils, 
machines, auto and auto parts, 
ments, chemicals, department stores and _ utilities 
Among other gainers were food stores, soft drinks 
sugar, tobaccos, amusements, baking, containers ani 


finance-company stocks. At the same time, ther 
were important net declines in aircraft, air line} 


and coppers; and moderate-to-substantial net de. 
clines in such groups as machinery, mail-order 
stocks, meat packing, metal fabricating, 
railroads, steel and textiles. 


Considering the scope of their advance to thef 
recent highs, and/or the development of uncertain-[ 


ties in some instances, few of the previously popvu- 


lar groups, if any, can be expected to provide con-/ 
tinuing strong upside leadership. The “bloom is off’) 


the oils, drugs, sugars, chemicals and utilities. Mos' 
of the others shown in the upside groups in the 
chart are either relatively high in relation to earn- 
ings for some time ahead or otherwise appear t 
have limited medium-term potentials. 


Fresh Leadership Needed 


Where is fresh upside leadership to come from’) 


It would seemingly have to come from some of the 
relatively depressed groups; but most of these have 
continuing reasons for being out of investment 
favor. That is so for paper stocks, affected by in- 
dustry over-capacity; for aircrafts affected vari- 
ously by the progressive transition from planes tv 
missiles and by cut-backs or stretch-outs in some 
procurement contracts; (Please turn to page 681) 
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although allp 
accepted averages or indexes adequately indicatel 
the general trend, and therefore general investment) 
results, by giving a composite of the always numer.) 
ous cross-current within the market. Both because) 
of increased selectivity and limited fluctuatior inf 
over-all stock prices, the cross-currents have been} 
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The almost steady rise in the general! 
0 thef commodity price level over the past year, accom- 
rtainy panied by an equally steady rise in the cost of 
popu living has become one of the most disconcerting 
> COR factors in our present day economy. Tight money, 
s off rising interest rates, and slowing down of industrial 
Most activity seemingly have had little or no effect in 
n the checking the uptrend in prices although, according 
earn: to both classical economic theory and historical prec- 
ar edent, these should be sufficiently powerful factors 
to induce deflationary tendencies. 
There are, indeed, many who believe that the 
United States has lost the battle against inflation, 
and that the creeping inflation of recent years even- 
from’ tually will give way to a violent inflation with re- 
of the sultant lifting of commodity prices to many times 
have their present exalted levels. Without question, much 
tment of the demand for securities in recent months has 
Vv in- reflected this belief and the widespread acceptance 
Vari: of the theory that securities furnish a “hedge” 
1es ti against inflation. 
some However, before accepting the inevitability of the 
- 681) eventual outbreak of violent inflation, it is advisable 
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to probe beneath the surface. The results, surpris- 
ingly enough, suggest the possibility that deflation 
rather than inflation may become a major source of 
concern before many months have passed. 


No Inflation in Sensitive Commodities 


Sensitive commodity price indices, including both 
those based on spots and futures, are slightly below 
their levels of a year ago. They peaked out late last 
Fall, when it became apparent that the crisis in the 
Middle East was not going to erupt into a major 
war, gave way sharply at mid-Winter, and staged a 
partial recovery this past Spring. For approxi- 
mately two months now, they have moved over a 
narrow range. What little trend there has been 
recently has been slightly downward. 

This is not the stuff of which inflationary price 
upsurges are made, if we examine the history of 
sensitive commodity prices. Invariably in the past, 
these prices—quick to reflect changes in supply and 
demand conditions—have registered the impact of 
the dominance of inflationary or deflationary ten- 
dencies in our economy long before the general pub- 
lic became aware of them. 

If inflation were a real and present danger, there 
is little doubt that the sensitive commodity indices 
long since would have taken off on a stratospheric 
flight. Even among the highly sensitive commodities, 
there are some that are more sensitive than others 
to impending changes in the direction of the general 
price level. It is interesting to note that these hyper- 
sensitive commodities have been headed downward 
for a number of months. 

The partial recovery of sensitive price indices, 
following their sharp dip last Winter, and the com- 
parative steadiness of the past two months, cannot 
be construed as evidence of a neat balance between 
the inflationary and deflationary forces in our econ- 
omy. This would not be the first time that sensitive 
commodity price indices have dipped sharply and 
then staged a partial recovery close to the eve of a 
major downturn in the general price level. 

In a sense, it is as if the sensitive indices, after 


right around and send off conflicting signals in an} 
effort to confuse the issue. ; 


Farm Products Prices 


SS Sere are 


Farm products prices, as a whole, are slig! tly 
higher than a year ago. Strength has been of a 
highly selective nature, however, largely confinedf 
to livestock. Fewer animals have been coming to 
market, reflecting both the ending of the long 
drought i in the Southwest and the contraction in hog 
numbers as a result of last year’s unfavorable feed 
ratios. 

Hog raisers have stepped up their rate of farrow.] 
ings, and the outlook in the months ahead is for 
something more than the customary seasonal rise in 
hog marketings and slaughter. This should serve to} 
reverse the uptrend in hog and pork prices that 1as 
lifted them to the highest levels in several ye: rs, 

Cattle marketings and slaughter this Fall «and 
Winter, judging by the number of animals on fed 
lots plus those withheld by growers for feeding to 
heavier weights on present lush pastures and ranges, 
are likely to be somewhat larger than Departm =nt 
of Agriculture conservative estimates. Taken in ¢ )n- 
junction with the larger prospective hog marketiligs 
and the downtrend in factory workers’ 
home pay, the indications are for lower meat and 
livestock prices than the levels witnessed recenily. 

Production of field crops, in the aggregate, will be 
smaller than last year and possibly the smallest in 
several years. However, in view of the large s.uw- 
pluses remaining from the bumper crops of recent 
previous years, there still will be far more than 
enough available to meet all requirements. 

Cold and rainy weather this past Spring, making 
it difficult for farmers to plant as much as they had 
intended, is primarily responsible for the reduction 
in crop prospects. For the most part, weather con- 
ditions this Summer have been highly favorable} 
for crop development and progress. It well may be, 
when the crops are harvested this Fall, that totals 
prove to be larger than official preliminary esti- 
mates. 
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giving their signal for those who will to see, turn The Soil Bank, much touted only a year ago as 
General Commodity Price Index and Prices of Leading Commodities 
1929 1935-39 Postwar 
Item Average Average High* Latest Description 

BLS Wholesale Index 61.9 52.4 117.8 117.9 Base 1947-'49 equals 100 

| Cocoa 10.3 6.0 68.9 30.0 New York, cents per pound 
Copper 18.2 10.6 46.0 29.2 New York, cents per pound 
Corn . 94.6 76.9 271.0 136.8 Chicago, cents per bushel 
Cotton 18.7 10.3 45.2 33.9 So. Mkts, cents per pound 
Hides 15.7 11.8 41.0 15.5 Chicago, cents per pound 
Lard W.1 10.2 32.9 13.0 Chicago, cents per pound 
lead 6.7 48 21.3 14.0 St. Louis, cents per pound 
Rubber 20.5 16.1 73.5 32.8 New York, cents per pound 
Scrap Steel 17.8 15.8 54.5 56.0 Pittsburgh, dollars per ton 
Silk 5.1 2.0 73 4.5 New York, dollars per pound 
Wheat 120.0 96.0 19.0 214.0 Kansas City, cents per bushel 
Wool 98.0 84.0 375.0 168.0 Boston, cents per pound 
Zine 6.5 5.1 19.5 10.0 E. St. Louis, cents per pound 
*Note: Post World War Il highs shown above are highest monthly averages. 
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the sure cure remedy for reducing the big surpluses 
» of farm products, has been a gigantic flop. Primar- 
ily, it has functioned as a drought relief measure 
more than anything else. Last year, the acreages of 
* cotton and wheat “taken out of production” through 
the Soil Bank were almost entirely in drought areas 


es 


eed 


*f) where crop prospects were miserable. As might be 


» expected, farmers have “eliminated” their poorest 
e lands. As a result of this and increased fertilization, 
yields per acre on the remaining cultivated lands 
) have risen to such an extent as to offset or nearly 
offset the contractions in plantings. 
—' Land taken out of major crops has been diverted, 
in most instances, to minor crops. It is quite pos- 
when the harvests are completed this Fall, 
| that we will find ourselves with new surpluses where 
» none existed before. 


Export Dumping 


It has been noted that farm products prices other 
'tha: livestock are virtually unchanged, in the ag- 
gre, ate, from a year ago. To no inconsiderable ex- 
tent the steadiness in prices—as compared with 
dist net easiness for several years previously—has 
refi-cted the partial running down of unwieldly 
} surpluses through what amounts to nothing less 
export dumping. 

The United States always has been quick to pro- 
test and take prompt action against export dumping 
in our markets, yet we now are engaged in the 
practice on an unprecedently large scale ourselves. 

luring the fiscal year of 1957, ending June 30, 
exports of agricultural products from the United 
States attained a new all-time high value of $4.7 
billion. This was 35 percent larger than in fiscal 
year 1956 and 16 percent greater than the previous 
record high in fiscal year 1952. On a quantity basis, 
exports also established a new record high, exceed- 
ing those in 1919, when the previous quantity rec- 
ord was established. 

Cotton and wheat, according to the Department 
of Agriculture, accounted for over 90 percent of the 
value increase from 1956 to 1957. Cotton exports 
during the season just ended, which coincided ap- 


“| proximately with the fiscal year, totaled 7.6 million 


bales versus only 2.2 million in the previous season. 
Exports of wheat were at a new record high, ex- 
ceeding the previous record of 511 million bushels 
in 1948. 

The sharp increases in exports of farm products 
are the result of strenuous methods adopted to bail 
out the Commodity Credit Corporation—the official 
legatee of production surpluses stemming from arti- 
ficially high price supports to farmers — without 
much regard to the effect on other surplus-produc- 
ing countries and on international relations. 
| There are export subsidies for wheat, flour, and 

cotton goods. Huge sales of CCC cotton for export 

have been made by slashing prices nearly 10 cents 

a pound from domestic price levels. 
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Give-away Programs 


Large quantities of farm products have been ex- 
ported as a result of give-away programs. Some are 
the result of “loans” and “grants”. However, the 
major portion of the give-aways has been under the 
terms of Public Law 480. This law permits foreign 
countries to buy farm products here with their 
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local curren- 
cies, and the 
United States 
Government 
then uses these 
currencies for 
its assistance 
programsin 
the same coun- 
tries! To date, 
Congress has 
had to appro- 
priate some $5 
billion for P. L. 
give-aways. 

Only natur- 
ally, foreign 
countries have 
diverted much 
of their buying 
of farm products to the United States. The Depart- 
ment of Agriculture piously maintains that we have 
not hurt other exporting countries in the process. 
But, the fact remains that we have. Through our 
activities, we have depressed prices of farm prod- 
ucts in world markets, thereby forcing some pri- 
marily agricultural countries to curtail their im- 
ports of manufactured goods. 

Canada, one of our best customers for manufac- 
tured goods, has been hard hit by our activities in 
the world export markets for wheat. Supplies have 
backed up in Canada, to depress prices there, as 
former Canadian customers have turned to the 
United States where we are so anxious to give away 
our wealth. 

Canada is not taking it lying down, however. Re- 
cent advices from Ottawa indicate that serious con- 
sideration is being given to working out a mutual 
program with the United Kingdom, whereby Can- 
ada will concentrate its purchases of manufactured 
goods in the mother country in return for concen- 
tration of purchases of farm products in Canada. 

It is not at all unlikely that other surplus produc- 
ers of farm products, faced with backing up of 
supplies as a result of our give-away programs, will 
work out arrangements that eventually will cut 
deeply into our exports of both farm products and 
manufactured goods of various kinds. 





No New Farm Programs 


Under the terms of the Agricultural Act, support 
prices of farm products are scheduled to increase 
as supplies are reduced. Despite acreage curtailment 
restrictions, which never can be sufficiently strin- 
gent to mean much, higher support prices inevitably 
will result in increased overproduction. And, in 
turn, this means stepped-up dumping programs. 

Although the political influence of the farm pop- 
ulation is shrinking rapidly as the numbers of 
farms and of farmers decline, Congress has been 
distinctly averse to adopting legislation providing 
for lower federal support levels and to adopting 
anything resembling realistic approaches to the 
“farm problem”. 

In all probability, nothing short of a major busi- 
ness recession and deflation—accompanied by com- 
plete breakdown of the present system of artifici- 
ally high price supports—ever will force Congress 
to abandon the mis- (Please turn to page 676) 
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Ti further evidence is needed that the boom 
has flattened out, it is being provided by the spate of 
second quarter and first half statements that have 
recently been released. So far, we have a repeat of 
last year’s performance when the economy receded 
moderately in the first half, only to stage a spirited 
recovery in the latter part of the vear. Whether 
this pattern will be repeated this year is a question 
in light of some faltering in certain areas of the 
economy. 

First half reports in themselves are neither re- 
assuring nor frightening, although there are obvious 
drawbacks to arriving at sweeping conclusions from 
the material at hand—particularly the position of 
company finances and the general economic state 
of the nation. 

However, when earnings are studied against the 
backdrop of order backlogs, new orders, levels of 
production and sales, a more realistic picture of 
second half prospects for individual companies can 
be arrived at. And,—as for the general economy, 
since we will be dealing with a broad cross-section 
of American industry, our studies should help throw 
light on whether the economy is hesitating on the 
brink of a recession, or merely taking a breather 
after its long uphill climb. 

At this point after an industrial expansion of 
many years, one of the most important things we 
have to consider is the rate of corporate profit 
growth and the level of retained earnings—for in 
the last analysis these will determine a company’s 


What 
Second 
Quarter 
Earnings 
Reports 
Reveal 


By HAROLD M. 
EDELSTEIN 


position and strength. While it is true that in recent 


years some companies have scored amazing earn-f 
ings gains, total profit growth in the economy dur-f 


ing the post-war period has been irregular. Even in 
1956, when pre-tax profits reached an all-time high 
of $43 billion, net income after taxes was still not 
able to match the record set in 1956. And although 
the first quarter of 1957 was running at an even 
higher rate than the 1956 figures, the after-tax 
picture will probably not vary much from last year’s 
totals. 

Similarly, retained earnings will undoubtedly re- 
main well below the record 1950 levels. The year 
1956 closed on a strong note, with retained earnings 
climbing to an annual rate of $10.8 billion in the 
last quarter, and most estimates placed the rate 
for the first 1957 quarter at about $10.5 billion. 
Recent official figures released by the Department 
of Commerce however, show a drop in the first 
quarter to $9.1 billion, considerably below the previ- 
ous period and $.4 billion behind the first quarter 
of 1956. A close look at first half reports indicates 
that there will be little of any improvement in the 
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ee es: 
Quarterly Sales, Profit Margins and Earnings of Selected Companies 
—Second Quarter 1957 -—-____—- —————First Quarter 1957. — -—————Second Quarter 1956 
Net Net Net Net Net Net Net Net Net 
Sales Profit Per Sales Profit Per Sales Profit Per 
(Millions) Margin Share (Millions) Margin Share (Millions) Margin Share 
Air Reduction $ 46.8 8.3% $1.02 $ 46.2 9.3% $1.16 $ 43.0 9.4% $1.12 
Allis Chalmers 147.8 4.1 74 137.9 3.7 61 153.6 3.9 74 
Aluminum Co. of Amer. 214.6 9.0 91 208.6 8.9 87 223.9 10.8 1.16 
American Can 220.5 $2 86 173.6 3.4 41 209.4 5.1 81 
American Cyanamid 127.0 8.3 49 132.1 99 .62 125.1 8.5 51 
American Home Products 77.1 12.5 2.52 95.8 9.8 2.46 68.5 12.0 2.15 
American Steel Foundries 33.6 77 2.01 29.8 6.1 1.41 31.9 7.4 1.95 
Armco Steel 202.9 7.3 1.25 198.2 7.8 1.29 204.6 8.5 1.60 
Babcock & Wilcox 95.0 5.0 81 86.4 4.3 71 747 48 70 
Bethlehem Steel 687.2 7.3 1.09 676.1 7.8 1.24 670.3 7.5 1.26 
Chrysler 910.3 47 4.95 1,150.7 4.0 5.34 686.4 1.1 89 
Cities Service 241.0 5.3 1.25 306.4 7.6 2.27 230.9 5.2 1.21 
Colgate-Palmolive 66.3 4.1 1.04 70.6 3.8 1.05 78.0 2.0 67 
Continental Can 271.0 4.5 1.06 221.5 3.2 62 263.8 4.8 1.11 
Corn Products 85.4 5.1 A7 76.5 6.4 54 74.6 3.9 31 
Corning Glass Works 38.4! 11.5! 65! 35.6! 11.8! 57! 36.5! 11.71 63! 
Douglas Aircraft 294.2 2.6 2.13 271.3 3.2 2.37 252.0 3.0 2.08 
DuPont 505.0 20.2 2.18 509.4 19.4 2.12 475.3 19.5 1.98 
General Amer. Transport. 53.6 7.9 1.78 49.7 10.1 1.43 52.1 6.8 1.49 
j General Electric 1,072.4 5.9 74 1,048.8 6.1 73 1,012.5 37 67 
: 3eneral Motors 2,837.4 Pi 78 3,076.9 8.4 .93 2,804.0 7.8 79 
Goodrich, B. F. 182.3 $2 1.07 183.6 5.5 1.14 184.0 6.2 1.28 
Gulf Oil 3.60 3.20 2.35 
Hercules Powder 63.8 7.2 55 60.8 6.7 48 63.0 8.2 62 
| || int. Business Machine 1.85 2157 86 1.78 16 | 
Kennecott Copper 126.7 17.0 1.99 133.6 20.7 2.57 162.0 27.7 4.16 | 
Liggett & Myers Tobacco 156.0 5.0 1.91 132.5 4.0 1.29 142.9 47 164 | 
4 Minn.-Honeywell Regulator 81.8 6.1 76 76.3 6.9 79 66.6 7.5 ae 
National Cash Reg. 95.7 4.5 62 87.1 4.4 54 82.2 5.0 63 
Outboard Marine 47.9 1.1 69 36.8 8.2 42 40.4 12.5 72 
Owens-Corning Fiberglas 44.0 5.7 .38 41.8 5.7 36 43.3 6.7 47 | 
Pfizer (Chas.) & Co. 47.7 9.6 84 50.7 10.8 1.01 43.3 19 89 | 
Pittsburgh Plate Glass 160.1 10.0 1.62 150.9 8.7 1.34 148.8 97 1.48 | 
ecent Radio Corp. of Amer. 269.2 2.7 48 295.7 4.3 87 251.6 2.9 A7 | 
earn- Reynolds Metals 111.7 7.7 75 105.1 9.4 94 106.9 11.1 1.14 
dur-f Reynolds Tobacco 271.1 6.5 1.702 236.6 6.5 1.472 242.6 6.5 1.532 
en in Schering Corp. 14.4 17.0 1.40 15.0 16.0 1.37 13.5 17.6 1.35 
high Scott Paper 69.6 7.8 68 69.8 7.6 66 66.6 8.4 70 
cee Standard Oil of N. J. 1.15 1.20 95 
even Sylvania Elec. 74.9 2.3 46 87.5 3.5 84 75.9 4.1 86 
r-tax Texas Gulf Sulphur 19.2 27.9 54 17.8 3.1 56 22.9 3.2 75 
ear’s Textron 64.8 3.4 58 63.8 3.5 58 62.8 3.7 65 
Thompson Products 99.1 43 1.52 96.8 4.1 1.44 74.0 3.6 97 
A ol Trans-World Airlines 67.4 3.1 36 52.1 d 62 d .97 63.6 1.4 29 
nings Union Bag-Camp 39.6 11.0 .60 39.2 12.1 67 42.0 12.8 76 
n the U. S. Rubber 279.0 2.9 92 232.2 3.0 1.25 234.4 4.0 1.53 
rate U. S. Steel 1,170.3 99 2.04 1,166.4 99 2.03 1,168.7 8.9 1.83 
Ilion. Warner-Lambert Pharm. 38.8 6.1 91 40.1 8.0 1.25 34.8 5.9 82 
a. a Westinghouse Electric 507.2 3.2 95 475.6 2.9 .82 380.7 Pe 38 
ese White Motor . 55.7 2.7 1.47 54.0 3.4 1.79 59.8 3.4 2.04 
arter d—Deficit. 1_12 weeks. 2—Combined com. stock. 
cates 
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second quarter figures when they are finally 
released. 


Breakdown of First Half Earnings 


A Magazine of Wall Street staff survey of the 
first 150 important companies to report mid-year 
earnings reveals dominant enough trends to war- 
rant assuming that they will hold as the balance 
of the reports appear. If there are significant 
changes they will be discussed fully in Part II of 
this report which will appear in the next issue. 

For one thing there is a definite continuation of 
the first quarter trend toward higher sales but 
lower net incomes for many firms. The profits mar- 
gin squeeze is thus still very much with us as the 
small declines in manufacturers’ raw materials 
costs have not been sufficient to offset the high 
costs of labor, money and transportation. 

The principal difference now is that the tide is 
engulfing more companies. Fully 96, or almost two- 
thirds of the companies in our sample reported 
higher sales during the period, but less than half 
(49%) were able to convert the greater revenues 
to earnings advances. Moreover, many of the com- 
panies would have had lower earnings for the half 
were it not for particularly strong first quarter 
showings. Shell Oil, for example reported record 
sales and earnings for the first six months. Sales 
were $902.5 million compared with $794 million a 
year ago, and net income advanced 20¢ per share 
to $2.49. For the second quarter, however, despite 
a sales jump to $438 million from $394 million in 
the second quarter of last year, per share net 
dropped to $1.12 from $1.14. Thus, with the effects 
of the Suez crisis dissipated, the company is obvi- 
ously having trouble maintaining its margins. 

Texas Company, on the other hand continued its 
quarter to quarter improvement, reporting net in- 
come of $1.44 per share for the second period 
against $1.25 a year earlier. For the half, net rose to 
$3.01 per share from $2.52 in the first six months 
of 1956, but with no sales figures available, there 
is no indication of the extent to which profit mar- 
gins are being maintained. 


Best Earnings Gains In Few Groups 


Significantly, the most consistent earnings gains 
are confined to relatively few industrial groups. Six- 
teen of the better earners belong to the chemical 
and drug group; ten are petroleum companies; six 
are machinery and tool makers; and there are four 
each in the rail equipment, tobacco, electrical-elec- 
tronic, food and steel industries. Thus 71% of the 
surveyed companies reporting better earnings for 
the first six months were confined to eight groups 
—and within the groups the major companies dom- 
inate the picture. 

In the steel industry, for instance, U.S. Steel, 
Bethlehem, Republic and Inland are the blue ribbon 
firms, but even here Bethlehem and Republic owe 
their better six months performance to exceptional 
first quarters. In each case, second period earnings 
were below those of a year ago. Similar patterns run 
through the other industries. Even the drug group 
is not without its semi-casualties. Chas. Pfizer re- 
ported a healthy sales increase to $98 million in the 
first half from $87 million in the same period of 
1956, and a net income equal to $1.85 per share 
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compared with $1.77 last year. But in the secon( 
quarter, although sales rose almost $4.5 million, ne 
income dropped to 84¢ per share from 89¢ in lag 
year’s second quarter. 

Furthermore, to remain on the blacker side fof 
a moment, a number of the better earning group 
can be considered vulnerable to readily anticipte/ 
adverse conditions. The performance of the oil in 
dustry must be tempered by the heady stimuly 
earnings received in the first quarter from the S.uedp 
affair, and the current agitation to protect thd 
domestic price level by restricting imports into th 
country; the steels, though operating more e fici, 
ently at lower precentage of capacity operati ns! 
are nevertheless relying on a strong fourth qua ‘te 
pick up in demand to assure better full year to »eay 
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comparisons; the tobaccos, after making an e: celfarm 
lent recovery are again the target of scientific andyolt 


government attacks on their products; and th 
machinery and tool companies, now shipping on pas 
orders, have little to cheer about in light of the 
steady decline in new orders this year. 


Lull to Continue 


But if more companies are reporting lower e: rn- 
ings than a year ago, there is no sign that we are 
approaching the gloomy prophesies of economic ol. 
lapse. Key business indicators are too strong for 
that, and most companies are too financially so.ind 
—but we may be in for an extended period of «co- 
nomic retrenchment and readjustment. Certai ily, 
though, this should come as no surprise to reacers 
of the Magazine of Wall Street. The Trend Fore- 
caster in our Business Analyst section has beer on 
the negative side of the scale since early 1956, al- 
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though it has not sunk to the low levels that pre- 
vailed during the business dips in 1948-49 and 1953. 

Furthermore, we have pointed out again and| 
again in various articles that many of our key in- 
dustries were approaching over-capacity, and the 
difficulties that industry would encounter in main- 
taining its expansion goals in the face of inflation- 
ary pressures, diminishing profit margins, tight 
money, and an equally tight labor market. 


The Economy is Basically Strong 


But we have been just as adamant in pointing 
out that most of our economic problems are those of 
“plenty” and not of “want,” and that actually our 


economy is basically strong. The astuteness of our}¢ 
business leaders has been demonstrated over and}; 
over again in coping with one new challenge after}, 
another. But the economy is a complex mechanism,}. 


made more so by government interference and a 
public policy devoted to the maintenance of a fully 


employed working population. It is inevitable, there-}. 


fore, that periodically the machine will get out of 
kilter. Indeed, it is surprising that it has taken so 
long for some sort of reckoning, no matter how 
mild, to arrive. 

The Korean War pulled us out of one incipient 
recession, and after hostilities ended, pent up de- 
mand and across the country expansion kept the 
boom rolling. The consumption binge reached its 
high point in 1955, aided no end by a revolutionary 
expansion of the credit system that allowed con- 
sumers to buy what they could not pay for until 
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pmorrow, and radically new merchandising 
ethods ranging from discount houses to mass ad- 
rtising techniques that whetted appetites but 
eventually left consumers satiated. 

As consumer spending tailed off in 1956, the 
slack was taken up by the record levels of business 
expenditures for capital expansion. But now the 
lock is running down a bit. Consumers are more 
reluctant to spend as freely as before, and tight 
oney and smaller retained earnings are slowing 
he tempo of capital spending. 


Business Is Better Informed Today 





B..t fortunately, to be forwarned is to be for- 
rm°d, and businessmen today have a tremendous 
volume of governmental and private agency statis- 
ica. information at their disposal to help them gauge 
the economic climate, and lay their plans accord- 
ing). We have little patience with mechanistic ap- 
iplic tions of cold statistics, but when used in con- 
jun tion with sound thinking, they can be extremely 
use ul and provide an excellent set of warning 
sig. als. . 

‘ny economic retreat, will probably be an orderly 
as business falls back on its excellent financial 
urces and sound organizational structure. How 
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lons the retrenchment will last will depend to a 
great extent on the speed with which inventories 
are ‘iquidated; the level of sales for the automobile 
industry in the last half of the year, and the suc- 
ces: of the new 1958 models; the level of govern- 
met spending; the rate at which consumer debt is 
reduced, so that they can begin buying in heavy 
voli.me again; and the level of business expansion 
in tne balance of the year. 


In any event, we will not get much of an inkling 
juntil after the fourth quarter, for although third 
period comparisons will probably be favorable, in- 
dustry will not have a steel strike to contend with 
this year, as it did a year ago. 

‘he accompanying table contains a detailed break- 
down of the half year performance of a number of 
leading companies, some of which are discussed 
below. In our next issue, additional companies will 
be discussed in Part II of this report. 


Some Wide Variations 


This year’s reports are not without their typical 
number of radically changed company fortunes. 
Chrysler Corporation continues its first quarter pat- 
tern of overlaying an extremely good year on top of 
an exceptionally poor one last year. Second quarter 
sales, reflecting the company’s singular success with 
its current models, bounded to almost a billion dol- 
lars from $686 million in the same period a year 
ago. With a 4.7% profit margin compared with 
1.1% a year ago net for the quarter spurted to $4.95 
per share from 89¢. For the full half year sales 
passed the $2 billion mark, some $600 million ahead 
of the first six months of 1956, and net came to 
$10.29 per share. 

On the other end of the scale, Kennecott Copper, 
a major producer of the red metal, and one of the 
most efficient units in the industry experienced a 
further precipitous drop in earnings, despite the 
fact that the physical volume of ore shipped re- 
mained at record levels. With the price of copper 
substantially below last year’s levels, second quarter 
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sales revenues slid to $127 million trom $162 mil- 
lion in the same period last year. Net per share 
dropped to $1.99 from $4.16, bringing half year 
results to $4.56 against $8.24 for the first half of 
last year. Full year earnings will afford ample 
coverage for the regular $6.00 annual dividend, but 
last year’s special payments of $1.00 in the first 
y ne! was omitted, and second half extras are in 
doubt. 


Steels Still Mixed 


The steel industry, touched on briefly earlier, 
continues its mixed first quarter pattern. Only U.S. 
Steel, among the three top firms was able to show 
better results in the second quarter, while the 
smaller firms continued to feel the profit margin 
pinch. Even Armco, noted for its efficient operation 
has not been able to match last year’s performance. 
Margins slipped to 7.3% of sales from 7.8% in the 
first quarter and 8.5% in the second quarter of last 
year. Despite a sales rise over the initial quarter 
of the year, revenues remained behind the second 
quarter of 1956 and net slipped to $1.25 per share 
from $1.60 in the year earlier period. Bethlehem 
also saw its margins dip to 7.3% from 7.8% in 
the first quarter and 7.5% in last year’s second 
quarter. U.S. Steel, on the other hand, held second 
quarter margins on a par with the 9.9% of the first 
quarter and a full percentage point above the sec- 
ond quarter of last year. With sales approximately 
unchanged, net advanced to $2.04 per share for the 
quarter against $1.83. 


Increased Efficiency in Some Firms 


In many instances better, or at least comparable 
results are showing up as the effects of cost reduc- 
tion programs begin to be felt. Thus, Allis-Chalmers, 
a leading producer of heavy electrical equipment, 
construction machinery and farm equipment, has 
been able to offset the continued weakness in farm 
lines by increased internal] efficiency. Although sales 
dropped to $147 million in the second quarter from 
$153 million last year, margins increased to 4.1% 
from 3.9%. Although half year earnings are be- 
hind a year ago, the company scored its third con- 
secutive quarterly earnings advance, after a sharp 
drop in the second half of last year. 

American Can combined increased sales with better 
margins to raise its net to 86¢ per share for the 
period against 8l¢ a year ago and 41¢ in this year’s 
opening period. Further operating efficiencies should 
result from the company’s new plate cutting opera- 
tions and the merger with Dixie Cup, lending hope 
that full year results will better the 1956 figures. 

Westinghouse Electric, now fully recovered from 
the disastrous strike of last year raised its margins 
to 3.2% from 1.7% in the year earlier second quar- 
ter. With sales one and a half times as great, net 
mounted to 95¢ a share against 38¢ a year ago, and 
half year results were running ahead of the com- 
pany’s predicted $3.50 annual rate. 

Thompson Products, too, continues its excellent 
quarter by quarter record. Sales climbed to $99 mil- 
lion from $74 million in the second -;uarter of 1956, 
and with margins at 4.3% versus 3.6% net per 
share was over 30% higher at $1.52. 

General American Transportation, a leading rentor 
of railway rolling (Please turn to page 680) 
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Inside 
Washington 











FILED AWAY for this session is legislation outhorizing 
United States membership in the Organization for 
Trade Cooperation. OTC is the agency which admin- 
isters the General Agreement on Tariffs and Trade. 
President Eisenhower asked Congress several times 
to pass the needed legislation but there was little 





WASHINGTON SEES: 


Noticeable slowdown in the effort to clean up 
union fund administration can be attributed to 
several factors not the least important of which is 
disagreement among labor leaders as to who 
should do the job. George Meany, AFL-CIO chief, 
has told Congress the task is too complicated and 
involves too many jurisdictional and related prob- 
lems to be handled efficiently within the structure 
of organized labor. Meany proposes that Congress 
undertake to write effective rules. John L. Lewis 
agrees a cleansing is indicated which involves much 
conscientious work but admonishes: “No Congress- 
men need apply!” 

Adding to the perplexities is the contention ad- 
vanced by the U. S. Chamber of Commerce and 
others in the management sphere, that only union 
accounts and not joint labor-management benefit 
funds should be embraced in the study. 

Congressmen who usually shy away from any 
activity that might show up in a bad light the per- 
formances of 16 million voters, don’t have that 
problem here: they can cite the page and record 
to establish that the need for tighter accounting and 
closer controls is conceded by the unions. But the 
broad subject of abuses in handling of funds has 
lost some of its publicity value in the concentra- 
tion on individuals within the labor movement. The 
McClellan Committee has a corner on the head- 
lines. That group, in turn, pleads it’s too busy de- 
veloping the story to undertake prescribing a cure. 
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By “VERITAS” 


steam in his, or other requests. However, valuation 
reviews are underway. They’ll make it harder to un- 
load cheap imports. 


HIGHWAY construction plans have not created a 
boom in road-building machinery employment and 
this is a great disappointment to the unions which 
backed the program because it seemed to mean jobs. 
Allis-Chalmers and International Harvester are op- 
erating with work force cut 8,000 hands under one 
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year ago. Reason is found in heavy inventories and 
less demand for graders and tractors than was ex- 


pected. Reasons are several in number, including slow | 


start (the program is far behind schedule), the fed- 


— 


eral highway trust fund is building slower than ex- | 


pected, and what started out to be a 13-year plan | 


has been given a stretch-out to 16 years. 


RECORD or near-record lows for the month of June 
have been reported by the U. S. Veterans Adminis- 
tration in GI loan activity. The figures reflect diffi- 
culty in finding financing for VA-guaranteed loans at 
the 414 per cent interest rate. VA reported it re- 
ceived 20,911 home loan applications in June, 8.4 per 
cent down from May, and the lowest June since 
World War 2. Appraised requests for proposed struc- 
tures were 13,736, a drop of 17.2 per cent from May 
and the lowest since September 1951. 


BLAME for stalling labor legislation in the House of 
Representatives is being passed back and forth be- 
tween Secretary James P. Mitchell and Rep. Graham 
Barden. The Labor Secretary says Barden, as chair- 
man of the Labor Committee, has been pigeonholing 
bills; the Congressman retorts with the charge that 
the Cabinet member has been giving lip service while 
dragging his feet. There is abundant evidence that 
both are correct: neither Mitchell nor Barden has 
shown crusading spirit on wage-hour, pension im- 
provement and other bills. The real “culprit” prob- 
ably is organized labor: no major segments agree on 
makeup of any bill. 
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p» The "disarmament scare" with its effect on in- 
dustrial employment a factor, (if disarmament comes), is 





casting a deep shadow. 


Delegates to the aircraft and 





missiles conference of the Machinist's Union were told that 
one out of each three jobs in the United States is directly 
or indirectly dependent on defense spending. 
tion was novel: there was no talk of retrenchment or of job 
relocation; the attitude appeared to be one of "get it 

while you can." 
wage negotiation was framed around general revision of 
the wage structure of the aircraft industry "and a general 


The reac- 





A multi-point program looking to 1958 











attack on downgrading and job descriptions through which 
companies steal back wage increases negotiated at the 
bargaining table." 


» Decision as to the amount of increase to be 
demanded next year was postponed until January. 


The 





raise the outlook fordisarmament. This 
th is certain: a shorter work-week to 
ead work with no increases in rates will 
be the aircraft industry's proposal to meet 
th» slowdown, if one comes. The issue 
must be faced early; with the exception of 
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| United Aircraft, all big contracts expire 


next Spring. Management will be met at 
the bargaining table with the charge that 
it is using disarmament talk and govern- 
ment economy moves to flatten out pay rates. 








» Ihe Pentagon's order to cut out 
overtime has reduced paychecks on an aver- 
age of $17 to $36 a week, says the Inter- 
national Association of Machinists. Con- 
tract cancellations and stretching out 
production schedules have served to justify 
the ban on premium pay, says the Union. 
IAM members resent being bumped off the 
gravy train but they can't protest too 
vigorously: the fact of overtime is the 
proof that more workmen could be absorbed, 
at regular pay, and that unemployment is 
not justified. Hence managements proposi- 
tion for Spreading the work. 


























We tell them: A new listing of 
all U.S. Air Force bases in the continental 
United States is available. The compila- 
tion is dated July 5 and it lists 193 state- 
side installations. It even notes future 








unioneers want to watch the cost of living indexes, and 


p» They tell us: The Department of 
the Army has issued a 13-page special report 
on Soviet Army ordnance equipment. From 
small arms to heavy guns, Communist arma- 
ment stresses simplicity, standardization, 
ruggedness for increased mobility and 
firepower. Among the weapons discussed 
and illustrated are the T-54 tank, the new 
107-mm. gun-howitzer, 240-mm. breech load- 
ing mortar capable of firing atomic 
caliber-size shells. Helicopters and 
other troop carrying aircraft as well as 
basic foot soldier armament are discussed. 
The Pentagon is distributing this also. 














p If there is anything likely to 
draw together the Modern Republicans and 
the Old Liners in Congress it is a mutual 
concern over the drifts in relations be- 
tween the party chiefs at both ends of 
Pennsylvania Avenue. It appears certain 
that, if there is to be a republican legis- 
lative policy, it must be formulated at 
the Capitol. No longer is it considered 
safe to assume that a program enunciated at 
the White House can be espoused with assur- 
ance that the rug won't be pulled, leaving 
the congressional warriors in mid-air. 


























The record of events is clear on 
the point that President Eisenhower has 
developed a tendency to undercut the causes 











plans. For example: the Baltimore base 
will be moved to Andrews Field, near Wash- 
ington, D.C., and Smoky Hill Air Force Base, 
at Salina, Kansas, has had its name 
changed to Schilling Air Force Base. 
Department of Defense has free copies 
available. 


The 
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that once held the Great Crusade together. 
Ike went boldly before the Nation last 
Spring with a budget of record high propor- 
tions and assumed personal leadership in 
the fight to sustain it. After two tele- 
vision appearances, supporters considered 
he had improved their position: critical 
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letters from home dropped off. 


Then, the 
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right, but also the duty, of Congress to 
reduce the estimates. 


p> None of the militancy went from 


that the Treasury might have done better, 
had it tried, there was no assurance. And 
the Government cannot operate on guess-= 
work. Humphrey at all times was ina highly 
competitive market, peddling in competi- 
tion with states and cities, as well as 








the drive for full amounts asked for defense 
and for foreign aid. But after his sup- 
porters had fought the good fight, taken 
the criticism, for voting enormous sums for 
these purposes, the public learned the 
White House had told all agencies they 
could get along with less than was the "ir- 
reducible minimum" of a few months earlier, 
and that they must do so. The President 
encouraged his stalwarts to fight tax re- 
duction at every level: but a lower budget 
and less spending places the Congressman 





























private corporations. It would be inter- 
esting to read the minutes of Treasury- 
Federal Reserve Board conferences in recent 
years, if any were, indeed, kept! 





> Labor chiefs who wring their 
hands at the prospect of mergers which have 
the effect of cutting duplications in the 
payrolls, seem less concerned over the 
"merger vice" when they are the principals. 


























ployer recognition as a collective bargain- 





again in the line of fire. 





> President Eisenhower's back- 
down on the civil rights bill left his team 








with no hope of success in the broad area 
first envisioned. It firmed the Solid 
South behind the democrats, from whom part 
of it had been wrested in part in the past 
two elections. When Ike said he wasn't 
sure of the meaning of legislation he was 
asking his party-men to back, southerners 
knew they could put away their filibuster 
notes. They wouldn't be needed. Next ina 
series came the school-aid bill. On the 
eve of its junking, republicans heard from 
their leaders that Mr. Eisenhower wouldn't 
veto the measure if it passed. Nothing more. 





























» The Treasury has been taking a 
beating from Capitol Hill because of the 4 
per cent interest rate it is offering on 
some refinancing. The Government must do 
something about the $24 billion coming due 
before Dec. 31. What Humphrey et als have 
been doing is presenting the facts, de- 
fending the proposed action on the basis of 
necessity -~ but nobody has asked the 
critics: "What would you do?" Certainly, 
the Treasury can't pay off the debt in 
cash and solve the interest problem, and 
since it must go into the market for the 
money it seems obvious that the demand of 
the price tag must be met. 























> Secretary Humphrey hadn't ac- 
complished the objective of stretching out 
the debt. The average maturity stood at 
46 months in 1953 when he took over; in May 
of 1957 it was 43 months. While oversub- 
scriptions of some issues lead to the belief 
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ing agent. Field Representatives Federa- 
tion, has taken steps to qualify for NLR3 
services, and intends to put on the heat 
if the right to bargain is abridged. Men- 
bership is made up of 250 AFL-CIO labor 
organizers. Since the two big unions 
merged they don't need duplicating organ- 
izers -- 1 can do the job 2 formerly did. 
The employer (AFL-CIO) has more field 
representatives than needed as a result 
of the merger and has taken steps to effec- 
tuate the policy that seems normal and 
indicated, personnel retrenchment. AFL- 


+ Reports from England confirm that 
the problem of inflation is at least as 
great there as it is here, but there is one 
elemental difference in the situation: 
Here, government is assessing blame and 
seeking cooperation in stopping it; in 
England, it is the government that is be- 
ing blamed for causing it. The Labour 
Government no longer holds sway but its 
legacy of nationalization holds on. The 
wages of the coal miners have gone up -- 
and the mines are nationalized. The re- 
pository for blame is clearly marked. 
There have been boosts in travel costs on 
the government-owned railways; it's been 
the same with coal, gas, utility, tele- 
phone and telegram and other costs. Under 
the system in vogue in the United States, 
the public seeks and finds a culprit in 
each instance, but it isn't always the same 
one. Sometimes it is labor, sometimes 
it is management that feels the brunt of pro- 
test. In London where the principles 
fixed by Labor rule the government, offi- 
cialdom gets it from both sides. 
































THE MAGAZINE OF WALL STREET 











REET 












By M. L. S. BAYSWATER, 


our Ottawa Correspondent 


The sudden, dramatic changeover of Govern- 


' ment in Canada after the same political party con- 


trolled policies for 22 years will definitely bring a 
“tougher policy” towards the United States on some 
public issues of direct concern to public-minded busi- 
ness statesmen but U. S. companies carrying, on 
operations in Canada directly or through subsidi- 
aries, affiliates, etc., can expect no immediate sweep- 
ing changes from the ‘“‘new deal” in Ottawa despite 
the passionate clamor about “Canada First” by the 
new leaders, according to top level informants. 

These top level informants emphasize that the 
‘new deal” is not anti-American and it was not 
brought into power by anti-Americanism. It is true 
that “Canada First” was stressed during the lively 
and colorful political campaign, with many argu- 
ments being offered on the basis of support for 
principles founded on “economic nationalism.” But 
at the same time it is also true that the leaders of 
the “new deal” showed open anxiety not to create 
the impression that they were in the slightest way 
anti-American. The passionate rhetoric stressed that 
the old regime was solely to blame for existing 
problems. 


The New Prime Minister Speaks 


In fact, Prime Minister John Diefenbaker himself 
has stated bluntly that his party will welcome for- 
eign investment. “We do not want to see it dis- 
couraged,” he said, though he added that “a reading 
1957 
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Prime Minister John Diefenbaker 


Where Will U.S. Stand 
Under Canada’s New Deal? 


— Our Best Customer Makes Political 


and Economic Changes That Affect Us 


of the pages of history shows that the loss of a 
nation’s economic destiny may lead to the same fate 
politically” and he called for changes. 

He pointed out that a study has shown that 
foreign investment in Canada now amounts to ap- 
proximately 65% of the national income and “a 
sense of national destiny for Canada calls for that 
investment being; directed to the maximum benefit 
for Canada.” He believes that Canada’s economic 
policy must ensure and reserve for the people of 
Canada and for future generations “the contro] of 
our economic destiny.” 

“We believe that Canada has a function to pro- 
vide, and the state has that function, to provide a 
climate and initiative, but we believe the time has 
come to give to Canadians under the law, and under 
the Income Tax Law, the same rights as foreign 
corporations have that come into Canada and risk 
their capital,” the Prime Minister stated. “We be- 
lieve that there should be strong incentives in the 
Income Tax Act for Canadians to invest in Cana- 
dian equity stock. We believe that the discrimi- 
natory method of taxing Canadian oil companies 
should be changed so that Canadians are not at a 
disadvantage in competition with foreign investors.” 

The Prime Minister explained that internation- 
ally “‘we must retain a close relationship with the 
Commonwealth” but he hastened to add that “we 
must maintain our relationship with our neighbor, 
the United States,” stressing at the same time in 
the latter reference that Canada “must recognize 
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that her (U. 8.) devo- 





tion to freedom means 
survival to free men —} 
all over the world.” He 


Book Value of U. S. and Other External 
Capital Invested in Canada 


industrial capacity.” 
“Canadians are rea.) 

listic and know that) 

if foreign investments 





reiterated that the 12 
Canadian Government 
under his leadership 
will remain true to 
its international obli- 
gations in the United 8 





Barty All Other 
Reed United Kingdom 
____} United States 





were to stop or be ser. 
iously hampered, a 
deadly blow to our de. 
velopment would be 
the result’, Prine 








Nations and in the 
North Atlantic Treaty 
Organization. 








What It Means 


Minister Diefenba <er 
stated in discuss ng 
this subject.”” On che 
other hand, if fore 'gn 
investments are to re- 
main predominant in 





In other words, the 
“new deal” is appar- 
ently planning no a 
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resource industries,| 
Canada would tend to 
become a purely :x.- 
tractive national econ- 
ae omy supplying the 


























investments in Can- 1930 1945 
ada, nor otherwise any 

sweeping moves to disrupt normal U. S. direct or 
indirect operations in Canada. As one top level in- 
formant put it, “there’s no plan afoot to kick U. S. 
capital out but rather to do things to ‘encourage’ 
more Canadian participation, managerial and finan- 
cial, in U. S. operations in Canada.” This change 
calls for adjustments in U. S.-Canadian relations, 
not for alarm, he pointed out, hinting that the “new 
deal” is most likely “going to re-examine Canada’s 
economic policies to ensure and preserve for the 
people of Canada the control of their own economic 
and political destiny.” 


Capital Investment Shifts 


Consequently, under the “new deal” the stimula- 
tion of the flow of investment capital into Canada 
from the U. S. or elsewhere will not be discouraged 
but tax changes as well as other moves are antici- 
pated now to “encourage” more Canadian participa- 
tion, on a partnership basis, in such expansions and 
developments. The “new deal’’ recognizes that for- 
eign investment, mainly from the U. S., has increased 
steadily throughout the post-war period and played 
an almost decisive role in the development of sev- 
eral of Canada’s resource industries. From 1948 to 
1955, the book value of foreign investment in Can- 
ada increased from $74 billion to more than $13 
billion, and of this increase, U. S. investment ac- 
counts for more than 80%, rising in that period 
from $514 billion to 
over $10 billion. The 
Canadian share of 





1955 materials for otter 


1954 


1952 1953 nations to process and 
turn into useful} 
goods.” 
“Why have Canadians not participated to a 


greater extent?” he asked. “Some put it down to} 
timidity. Others say that the tendency of Canadians | 
has been not to invest in risk capital but rather 
in the direction of long-term savings. I believe that 
too high taxation and antiquated and out-dated tax 





processes are responsible in large part.” 


Complaint Against U. S. Business ‘Control’ 


is not in keeping with Canada’s 
degree to which the United States’ industries have 


destiny, that is the} 


“There is another phase of the development th | 


almost absolute power and control over many en-/ 


terprises in our country and whose practices ad 
Canadians getting more than a token interest,” 


continued. “Canadians, as a whole, believe that * Vy 7 


should have an opportunity of greater participation 
in investment in these companies and a voice in 
sharing in destiny of important sectors of our econ- 

omy and in particular among those that I have men- | 
tioned.” 

Moreover, the “new deal” is definitely going ahead 
with plans to encourage more processing of Can- 
ada’s raw materials within Canada and to develop 
natural resources on this basis in future, adopting 
this new policy in opening new frontiers in the 
North where vast resources of hidden wealth exist. 
As part of this policy, much more aid through taxa- 





tion relief and other- 
wise will be provided 
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ownership and con- THE CANADIAN DOLLAR AT NEW YORK search. 
trol has been declin- |'% -" The backers of the 
ing in certain manu- in U.S. ¢ “new deal” hold that 
facturing, mining, [104 104 wherever possible 
smelting and petro- \ U. S. and other com- 
leum industries, a | 9 \ ail - panies should employ 
spokesman for the —s vo Canadians in senior 
“new deal” said, ex- management and 
plaining that “United | 100 100 technical posts, 
States capital has fi- should retain Cane- 
nanced a very sub- 98 a bicatiacliailii dian engineering and 
stantial portion of 1953 1954 1955 1956 1957 other professional 
the increase in our and service person- 
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Canada’s Foreign Trade 
(Millions of Canadian Dollars) 
Exports to U.S. Exports to Others Total Exports 
EXPORTS 1954 1955 1956 1954 1955 1956 1954 1955 1956 
Mineral & Metal Exports: 
Copper, nickel & prod. 183 228 246 134 162 183 317 390 428 
Aluminum & prod. 77 84 97 108 129 139 185 213 236 
Lead, zine & prod. 63 64 67 36 44 42 99 108 109 
Other minerals & metals 141 169 187 79 81 110 220 250 297 
Iron Ore 26 80 114 14 20 31 40 100 144 
Petroleum 6 36 103 1 1 36 104 
Total 496 661 814 371 436 506 867 1,097 1,318 
Other Growth. Indust. Exports: 
Newsprint & woodpulp 765 812 861 142 151 152 901 963 1,013 
Other forest prod. 334 398 376 133 156 107 467 554 483 
Chemical & fertilizers 86 112 131 75 98 98 161 210 229 
Total 1,185 1,322 1,368 350 405 357 1,535 1,727 1,725 
Other Exports: 
Wheat & flour 13 12 20 450 401 564 463 413 584 
Other farm & fish prod. 312 260 283 200 233 252 512 493 536 
Steel Mill prod. 26 49 51 18 48 56 44 97 107 
Misc. manufacturs 285 255 282 175 199 236 460 455 518 
Total 636 576 636 843 881 1,108 1,479 1,458 1,745 
otal exports 2,367 2,612 2,879 1,580 1,739 1,983 3,947 4,351 4,863 
Imports from U.S. Imports from Others Total Imports 
WPORTS 1954 1955 1956 1954 1955 1956 1954 1955 1956 
apital Goods: 
Machinery & Elect. equip. 718 85 1,150 90 91 120 808 941 1,270 
Transportation equip. 200 242 220 27 31 25 227 273 245 
Structural steel, pipes 140 155 270 42 51 105 182 206 375 
Total 1,058 1,247 1,640 159 173 250 1,217 1,420 1,890 
ndustrial Materials: 
Textile fibers & leather 168 181 150 122 155 190 290 336 340 
Metal materials 213 280 380 92 98 155 305 378 535 
Chemicals 177 208 235 29 38 40 206 246 275 
Other materials 196 232 275 67 86 95 263 318 370 
Total 754 901 1,040 310 377 480 1,064 1,278 1,520 
Fuels 236 231 260 221 258 300 457 489 560 
Consumer Goods: 
Automobiles & parts 211 302 340 23 24 40 234 326 380 
Household equipment 127 149 170 44 49 60 171 198 230 
Foods, beverages, & tobacco 190 201 240 260 259 280 450 460 520 
Textile & other mfrs. 321 344 400 88 102 120 409 446 520 
Total 849 996 1,150 415 434 500 1,264 1,430 1,650 
Total Imports 2,961 3,452 4,169 1,132 1,260 1,543 4,093 4,712 5,712 
Trade Balance —594 —840 —1,290 448 479 440 —146 —361 —849 
| 
































nel, and should do their purchasing of supplies, 
materials and equipment in Canada. Canada is 
losing too large a percentage of its highly trained 
engineers and technological scientists to the U. S. 
because of the fact that American corporations op- 
erating in Canada do not provide in Canada for a 
fair share of the research expenditure. If companies 
operating in Canada were to provide for a fair 
Share in this regard, these trained men would stay 
in Canada and help to build up their own country, 
the “new deal” backers say. 


Seeks Better Trade Balance 
Another “new deal” change which is definitely 
coming shortly is an attempt to bring about a bet- 
ter trade balance between Canada and U. S., with 
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informed sources suggesting that this will be one 
of the first pledges which the “new deal” will carry 
out, starting almost immediately. The unfavorable 
trade balance touched a maximum in 1956 when 
Canada’s adverse balance of trade with all the na- 
tions of the world was $858,000,000 or more than 
double the 1955 balance. It was the fourth year in 
succession that there had been an adverse balance 
in total trade with the world, Canada’s exports to 
the world increased in 1956 by 11.8° and Canada’s 
imports increased by 21.2% over the preceding year. 
Canada’s trade with the U. S. continued to rise and 
last year 73% of Canada’s imports came from the 
U. S., while 60% of the exports went to the U. 8. 
Indeed, in 1956, Canada faced what the backers 
of the “new deal” call “a frightening and perilous 
adverse balance of (Please turn to page 674) 
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Near-term and Longer Range Prospects | 


for the BUILDING INDUSTRY 


By H. F. 


Prospects have brightened for manufacturers 
of building supplies. Although it would be rash to 
suggest revival of a building boom comparable with 
that experienced two or three years ago, it seems 
possible that the low point may have been passed. 
Construction in other than residential areas has 
been holding at a high level and promises to con- 
tinue active through the remainder of this year. 
As a result, industry authorities are projecting a 
new peak this year in dollar volume. This may mean 
a total of $32 billion or more in new construction. 

Basis for a mildly optimistic note is to be found 
in two developments: (1) is the announcement this 
month of reduced down payments on mortgages 
insured by the Federal Housing Administration. At 
the same time higher interest rates were authorized 
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TRAVIS 


to attract larger amounts of mortgage funds. The 
rise to 514 per cent from 5 per cent is expected to 
enable builders to arrange financing more readily. 
The new minimum down payment schedule put into 
effect the most liberal terms permitted under new 
legislation. On a $10,000 home, for example, the 
down payment could be reduced to $300 from the 
previously designated amount of $700. On higher 
priced homes comparable reductions were authorized. 
and (2) is evidence of steadily mounting expenditures 
on rehabilitation and modernization of homes as 
well as commercial buildings. 

Supplementing these factors has been a vigorous 
effort on the part of leading concerns in the build- 
ing supply field to adopt economy measures. Better 
control of manufacturing operations has been estab- 
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Position of Lead 


— - 1st 6 Months 
Net Sales 


Net Profit Margin 
1956 1957 1956 1957 
(Millions) % To 


ALPHA PORT. CEMENT 
W.C. (mil.) ‘55—$7.3; ‘56—$6.4 


AMER. RADIATOR 
W.C. (mil.) ‘55—$119.5; ‘56—$116.0 


$15.6 $15.8 19.5% 143% 


194.9 183.2 5.8 2.9 


ARMSTRONG CORK 
W.C. (mil.) ‘55—$52.3; ‘56—$46.3 


61.5! 60.9! 6.0! 4.7} 


BESTWALL GYPSUM 17.5 13.9 13.3 9.6 
W.C. (mil.) ‘55—$5.5; ‘56—$4.6 
CELOTEX 36.3 30.7 7.4 5.2 


W.C. (mil.) ‘55—$18.5; '56—$28.4 


CERTAIN-TEED PROD. 
W.C. (mil.) ‘55—$27.5; '56—$22.4 


38.7 46.1 2.0 


CONGOLEUM-NAIRN 
W.C. (mil.) ‘55—$28.1; ‘56—$26.6 


29.2 27.2 


CRANE CO. 79.2! 


W.C. (mil.) ‘55—$115.6; ‘56—$121.2 


FLINTKOTE , 
W.C. (mil.) ‘55—$26.5; ‘56—$18.4 


83.4! 2.5! 8! 


50.3 53.8 4.2 47 


GEN. PORTLAND CEMENT 
W.C. (mil.) ‘55—$7.3; ‘56—$5.8 


22.4 20.9 21.8 19.6 


HOLLAND FURNACE 
W.C. (mil.) ‘55—$13.3; ‘56—$12.6 


13.6 13.2 d1.6 d2.2 


JOHNS-MANVILLE 
W.C. (mil.) ‘55—$37.2; ‘56—$41.2 


147.3 148.0 5.8 


LEHIGH PORT. CEMENT 
W.C. (mil.) ‘55—$10.8; ‘56—$8.3 


34.7 33.9 14.4 12.2 





W.C.—Working capital. 
d—Deficit. 
1—1st Quarter. 


Alpha Portland Cement: Protracted strike and higher labor costs likely to 
intensify squeeze on profits until general advance in cement prices. Stepup 
in road building next year is regarded as favorable factor. A2 


American Radiator: Sharp reduction in earnings anticipated this year in 
reflecting slower rate of residential construction and further advance in 
costs of materials and freight. Doubt over dividends likely to persist. B3 


Armstrong Cork: Keener competition in hard surface floor coverings and 
other furnishings expected to continue. Promising growth potentials likely 
to sustain investment demand. Moderate dip in earnings projected. A3 


Bestwall Gypsum: This new name in the building group evoived as a spin- 
off from Certain-teed Products and is regarded as one of three largest 
gypsum producers. Slackening in sales reflected in lower earnings. B3 


Celotex: Decline in sales resulting from slower rate of home building and 
narrower margins finding reflection in market price. Financing to raise 
additional capital attests to confidence of management in growth. B3 


Certain-Teed Products: Segregation of Bestwall Gypsum leaves this unit 
with less desirable part of business. Price advance on roofing helps re- 
store more satisfactory margins, but outlook remains rather drab. C 


Congoleum-Nairn: Reduced sales and increased operating costs account for 
sharp setback in net profit. Indications point to another disappointing 
year. Threat to dividend accounts for backward market action. C3 


RATINGS: (A)-—Best Grade. 
(B)—Good Grade. 
(C)—Speculative. 
(D)—Unattractive. 








$1.74 


ing Building Stocks 


Full Year —— 


Net Per Share Earned Per Share 


Dividend Per Share Div. 
Indicated Price Range Recent Yield 
1956 1957 1955 1956 1956 1957 1956-1957 Price » 4 


$1.28 $2.72 $3.75 $1.50 $1.50 47 -34 37. 4.0% 


-96 45 2.22 1.65 1.40 1.10 2414-1412 14'2 7.5 


72! 55! 2.81 2.56 1.50 1.50 3734-2558 26 5.7 


3.27 1.87 6.18 5.22 = -77%4-39 50 


2.92 1.67 5.49 6.43 2.40 2.40 47%-31% 33 7.2 


43 37 1.70 1.13 1.25" 70 14 - 87s ° 77 


35 1.81 59 1.20 80 2234-117 6.6 


80! .26' 3.60 4.40 2.00 2.00 423-28’ 29 6.8 


1.47 1.61 3.40 3.70 2.40 2.40 4612-3358 45 53 


2.36 1.97 3.94 4.58 2.25 2.25 7534-50% 66 3.4 


1.24 56 90 .60 14)2- 918 5.0 


1.87 1.20 3.67 3.50 2.25 2.25 5834-41 46 48 


1.32 1.09 2.96 2.82 95 1.00 58 -3554 38 246 


~—Paid 3% stk., thus far. 
'—Plus '3 sh. Bestwall Gypsum. 
'—Plus stock. 


Crane Co.: Although industrial valve business has been well sustained, 
lower volume indicated in plumbing and heating equipment. Narrower 
margins suggest lower earnings, but dividend rate likely to be maintained. 
B3 


Flintkote: Diversification in cement and products other than roofing has 
sparked interest in stock, holding out hope of counteracting slim margins 
in asphalt products. Possible extra in stock a favorable factor. Bl 


General Portland Cement: Above-average growth prospects for area served 
by this company and relatively low manufacturing costs combine to give 
company advantage. Another year-end extra dividend considered possible 
A2 


Holland Furnace: Littie improvement seen in prospects for sales of replace- 
ment furnaces and services, but company is regarded as a logical merger 
candidate which might have vaive in sale or liquidation. C3 


Johns-Manville: Profit squeeze illustrated by decline in net in first half of 
more than 30 per cent despite modest increase in sales. Narrower margins 
on asbestos. Longer term outlook still promising. A3 


Lehigh Portland Cement: Adverse effect of protracted strike and higher 
costs expected to find reflection in lower earnings. Faster rate of highway 
construction in 1958 and expansion in plant program may reverse trend. A2 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 
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Position of Leading Building Stocks—( Continued ) 
—_____—__—|st 6 Months — - Full Year—— 
Net Sales Net Profit Margin Net Per Share Earned Per Share — Dividend Per Share Div. 
1956 1957 1956 1957 Indicated Price Range Recent Yield rf 
(Millions)——- _ % % 1956 1957 1955 1956 1956 1957 1956-1957 Price to 
LONE STAR CEMENT $47.1 $48.9 15.7% 148% $1.03 $ 94 $2.04 $2.23 $1.10 $1.10 40%-2534 38 2.8% 


W.C. (mil.) ‘55—$13.4; ‘56—$15.0 











MARQUETTE CEMENT MFG. 19.5 19.4 16.3 13.5 1.18 96 2.26 2.74 1.30 1.40 4014-2934 34 4.1 
W.C. (mil.) ‘55—$7.8; ‘56—$7.9 
MASONITE 45.9” 42.4° 11.7° 7.7° 3.925 2.28° 4.424 4.984 1.70° 1.20 5012-28 31 3.8 
W.C. (mil.) ‘55—$18.2; ‘56—$15.2 
NATIONAL GYPSUM 81.3 69.8 10.9 8.9 2.27 1.57 4.61 3.61 2.00° 2.00° 617-3512 42 4.7 
W.C. (mil.) ‘55—$46.7; ‘56—$38.5 
OTIS ELEVATOR n.a. n.a. n.a. n.a. 1.38 1.56 3.00 3.10 1.95 2.00 5034-33% 47 4.2 
W.C. (mil.) ‘55—$48.8; ‘56—$51.3 ' 
PENN-DIXIE CEMENT 21.6 17.3 16.6 9.4 1.35 53 2.359 2.97 1.00: 1.20 4358-30'4 33. 3.6 
W.C. (mil.) ‘55—$9.6; ‘56—$10.7 } 

- 
PITTSBURGH PLATE GL. 292.5 317.0 10.3 9.4 3.08 2.95 6.26 5.62 2.75 2.75 9614-74 81 3.3 
W.C. (mil.) ‘55—$169.6; ‘56—$147.2 
PRATT & LAMBERT 10.0 10.0 6.9 + 3.46 2.86 5.65 6.07 3.25 3.25 58 -50'2 55 5.9 
W.C. (mil.) ‘55—$6.6; ‘56—$6.9 
RUBEROID CO. 37.3 37.2 4.4 5.1 1.13 1.29 3.05 2.90 2.00 1.60 3834-28 330 4.9 
W.C. (mil.) ‘55—$23.7; ‘56—$23.0 F 
SHERWIN-WMS. CO. n.a. n.a. n.a. n.a. n.a. n.a. 8.89! 10.494 4.75 5.00 1272-102 119 4.2 
W.C. (mil.) ‘55—$76.5; ‘56—$80.9 
U. S. GYPSUM 137.3 120.5 $3.3 33 2.56 2.32 4.98 5.01 2.50 2.50 77 =-51% 61 40 
W.C. (mil.) ‘55—$84.8; ‘56—$83.0 
U. S. PLYWOOD n.a. n.a. n.a. n.a. n.a. n.a. 4.60- 3.242 2.20 2.00 51%-30'2 33 6.0 
W.C. (mil.) ‘55—$58.3; ‘56—$59.5 
YALE & TOWNE MFG. 62.2 65.7 4.5 4.1 1.51 1.24 2.50 2.79 1.35 1.50 3458-2452 31 48 
W.C. (mil.) ‘55—$44.7; ‘56—$51.7 | 

if 

n.a.—Not available. 3—Plus stock. 


1—1st Quarter. 
*—Years ended 4-30-56 & 4-30-57. 
W.C.—Working capital. 


4—Years ended August 31. 
5—9 mos. ended May 31. 


Lone Star Comeni: Benefit of expansion and modernization of plants shown 


in relatively better showing in spite of labor troubles. Net profit may com- 
pare favorably with 1956 showing. Dividend adequately covered. Al 


Masonite: Despite earnings drop in fiscal year just ending, reflecting higher 
distribution costs, prospects are considered promising for growth in demand 
for hardwood products. Continuance of $1.20 dividend indicated. B3 


National Gypsum: Keen competition accounts for lower margins, but volume 
as been sustained by demand for products in rehabilitation projects. Ma- 
terials reserves strengthened. Modest stock dividend possible. B3 


Otis Elevator: Upsurge in office building construction and modernization 
stimulates market for elevators. Industrial truck sales gain impetus as labor 
costs mount. Moderate increase in earnings seen for 1957. Al 


Penn-Dixie Cement: Shutdown in production caused by long strike destined 
to reduce earnings, but price increases slated for late 1957 should assure 
better results next year. Big highway program bolsters market. B3 


Pittsburgh Plate Glass: Strong growth trend in chemicals and other lines 
not dependent on building adds to investment potential. Better auto year 
should help demand for glass. Safe margin for dividends. Al 


Prat? & Lambert: Potential market for paints greatly increased by enlarge- 
ment of suburban residential areas. Longer term growth appears promising. 
Excellent dividend record adds to investment stature. Al 


RATINGS: (A)—Best Grade. 
(B)—Good Grade. 
(C)—Speculative. 
(D)—Unattractive. 





Ruberoid: Introduction of operating economies helps retard earnings de- 
cline. More satisfactory margins obtained on asphalt roofing. Extra dividend 
again this year seems possible if net profit holds at 1956 level. B2 


Sherwin-Williams: Development of new types of paint readily applicable 
by home owners helps spur sales in many new suburban markets. Indica- 
tions point to continued expansion in volume. Dividend rate remains | 
modest. Al | 


U. S$ Gypsum: Strong demand for gypsum products in repair and renovation 
projects points to relatively satisfactory volume despite decline in residen- 
tial building. Earnings may hold near 1956 level. A2 


U. S. Plywood: Keen competition in plywood field, accompanied by price- 
cutting from time to time, holds down profit margins. Another moderate 
setback in earnings seems likely, but dividend rate should hold. B3 


Walworth Co.: Slackening in demand for industrial valves, due in part to 
working off of inventories in distribution channels, expected to retard 
growth this year. Narrower margins may depress earnings. C3 


Yale & Towne Mfg.: Sales of materials handling equipment becoming in- 
creasingly important, minimizing effect of competition in hardware. Diver- 
sification spurs growth. Further dividend liberalization possible. B2 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 
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lished in striving for more satisfactory profit mar- 
gins in the face of a considerable contraction in 
volume. 

The 14 of one percent increase in the FHA inter- 
est rate should prove helpful in attracting additional 
funds into the mortgage market. Of course, the cost 
to the home buyer will be slightly higher. Even so, 
arrangements for home buying have been modern- 
ized to such an extent that most families having a 
re:sonably assured income sufficient to provide the 
necessary protection for monthly payment schedules 
ca. obtain backing for housing purchases. Terms 
ar far less onerous than a generation ago, when 
in ividuals were confronted with the necessity of 
bargaining with banks for mortgage funds. 


Realities vs. Statistics 


While the future appears more cheerful there- 
fore, current operating statistics give a different 
picture. Most manufacturers of building materials 
have experienced reduced earnings in the first six 
nths of 1957. Some have felt the pinch of lower 
sales volume as well as narrower margins, while 
others have been able to maintain a relatively high 
to'al of shipments but have been compelled to ac- 
cet business at nominal margins. This situation is 
expected to improve, however, now that excessive 
inventories of finished goods in many areas have 
been eliminated. 

Divergent trends evident in the construction field 
a vear ago still are as noticeable as ever. Producers 
of materials used largely in residential work, such 
as lumber, gypsum board and lath, heating and 
plumbing, etc., have felt the setback in housing con- 
struction, while manufacturers of heavy material, 
including structural steel, cement, brick, electrical 
equipment and the like, have benefited from gains 
in public works and industrial plants. Demand for 
cement failed to come up to expectations because of 
long delays in awarding contracts for road construc- 
tion under terms of last year’s highway legislation. 

Funds needed for financing hospitals, schools, 
municipal buildings and other public projects have 
become available in steadily increasing amounts in 
the first half of 1957. Authorization for public works 
running into the millions were obtained at last No- 
vember’s elections, and many programs set in 
motion then have begun to take shape. Evidence of 
the rising tide in public works is found in the fact 
that of total contracts awarded in June publicly 
owned projects accounted for 41 per cent, compared 
with 37 per cent for the full six months and with 
only 32 per cent in the first half of 1956. Practically 
all kinds of non-residential buildings registered 
gains in contract awards in the first half of this year. 


-O 


esr 


Home Building to the Rescue? 


Although activity in the residential field has not 
signified a reversal in the downtrend that began 
two years ago, it has tapered off to a level where 
support might be anticipated. On the basis of cur- 
rent projections, it is believed that non-farm dwell- 
ing starts may approximate 950,000 this year, com- 
pared with about 1,093,000 in 1956, not including 
homes constructed in public housing projects. This 
year’s total may register a decline of between 25 
and 30 per cent from the 1955 top of slightly more 
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than 1.3 million starts (or 1,328,900 counting public 
projects). In dollar volume residential work has 
not declined so sharply as suggested by data on in- 
dividual housing starts. Costs naturally have in- 
creased with the result that expenditures will be 
higher in relation to average costs in previous years. 
Moreover, there has been a prominent trend toward 
larger homes involving greater costs. 

Construction expenditures in the residential field 
are due to rise importantly this year in taking care 
of rehabilitation work. Extensive damage to com- 
munities in the Southwest from floods and tornados 
in recent months will require more than the average 
activity on reconstruction projects. In addition, out- 
lays for maintenance and modernization of homes 
built since World War II are growing rapidly. Many 
such dwellings have deteriorated more rapidly than 
might have been expected from ordinary wear. 


Not in the Figures 


Industry authorities contend that construction 
expenditures have been underestimated in recent 
years because many home owners have taken steps 
to do their own repairs. Modernization projects 
and painting jobs have been accomplished without 
records being taken in the form of contracts with 
builders. A good deal of work of this kind is being 
done without special financing. Materials are pur- 
chased by the home owner from local distributors. 

It might be supposed that demand for homes 
would diminish for a time now that family forma- 
tions show signs of declining for another two or 
three years. Nevertheless because personal income 
continues to climb and because many families have 
accumulated substantial equities in their old homes, 
they are able to satisfy their desires to obtain more 
comfortable quarters. Real estate dealers report 
that a high percentage of inquiries for new houses 
comes from families already owning homes who 
need larger dwellings or who can afford more “dig- 
nified’” homes in new developments. 

Another of the hopeful aspects of the outlook for 
building is the comparatively low ratio of vacancies. 
This suggests that total housing available for a 
growing population is not greatly in excess of 
requirements. In view of the continued uptrend in 
employment and in personal income, evidenced in 
government statistics, and the sharp contraction in 
new housing starts this year, it seems reasonable 
to suppose that demand and supply may come closer 
to balance by the beginning of 1958. 

As pointed out previously, residential building 
still is slowing down, but the rate of decline has 
slackened and reduced volume of new work has 
been offset to a considerable extent by a relatively 
high rate of repair activity. Available supplies of 
materials appear somewhat greater than actually 
are needed, with the result that in many lines com- 
petitive conditions have reduced profit margins. 
Accordingly, while results for 1957 are not likely 
to evoke enthusiasm, things should take a turn for 
the better in 1958. 

While it is true that housing activity is impor- 
tant in that this category represents on the average 
about one-third of the total construction picture, 
one should keep in mind that apartments and other 
multiple-family buildings fall in the residential 
field and take a (Please turn to page 673) 
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Changes Ahead For 
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Machinery and Tool Makers 


By GEORGE W. MATHIS 


Coming months are expected to see a slower 
pace in machinery and machine tools along with a 
more cautious attitude toward representative stocks. 
Despite the urge to mechanize operations wher- 
ever possible as labor costs rise, there comes a time 
when it is uneconomic to put capital into machin- 
ery unless the new equipment can pay for the in- 
stallation in economies within a relatively short 
time. Moreover, rising costs of borrowing funds 
tend to exert a restraining influence on expansion 
programs. 

Investors already have demonstrated concern over 
the outlook for most stocks in this segment of the 
capital goods industry, but even so numerous issues 
still command historically high market appraisals 
of earning power. It is a question as to whether 
the prospect of a contraction in shipments in 1950 
has been fully discounted. Absence of outright pes- 
simism toward the group can be explained by the 
fact that shipments for the machinery and machine 
tool industries still are rising moderately even 
though incoming business has turned downward. 

With some exceptions, companies in these cate- 
gories are expected to report relatively good earn- 
ings for 1957 and more liberal dividend actions may 
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be anticipated here and there. Nevertheless, on — 
of unfilled orders and the rate of new business be-| 
ing booked it would seem logical to look for a| 
decline in shipments in the last half of 1957 and} 
certainly in the early part of 1958. Thus the en-| 
vironment in the coming twelve months may prove 
less reassuring than that experienced recently. The 
market then must determine whether recent hesi- 
tancy toward the group has been sufficient to take 
into account the possibility of reduced earnings next} 
year. 
Conditions may change quickly, it is true, for| 
prospects of machine tool makers are greatly influ- 
enced by military expenditures. Pressure on Wash- 
ington to trim spending as much as possible and 
eliminate all unnecessary projects undoubtedly con- 
tributed to contract cancellations in the aircraft 
procurement program that resulted in a shrinkage} 
in the backlog of machine tool makers. It is con-} 
ceivable that this evidence of economy in military 
spending may be reversed later in the year. Any 
relaxation in credit stringency might encourage 
resumption of plant modernization work requiring 

installation of heavy equipment. 
Generalizations such as expressed here are of little 
THE 
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W.C. (mil. vd bacilincans 5; hasten 4 
w.c. \—Working and 
d)—Deficit. 

n.a.)—Not available. 





Black & Decker: Popularity of do-it-yourselt devices and necessity for using 
labor saving tools in small industries account for steady sales and earn 
ings gains. Extra in stock anticipated. B1 


Bullard Co.: Disruption in manufacturing caused by introduction of new 
models of tools accounts for earnings decline. Highly cyclical trends con 
tribute to wide swings in orders and shipments. C3 


Chicago Pneumatic Tool: Strong demand for automatic tools in construction 
and road building finding reflection in increased output and higher earn- 
ings. Continued liberal dividend policy indicated. B1 


Cincinnati Milling Machine: As largest factor in machine tools required in 
mass production industries, company has prospered from automation trend. 
Earnings rising despite lower orders. A2 


Ex-Cello-O: Despite slackening in orders for precision products in aviation 
industry and reduction in inventories in consumer channels for cutting tools, 
etc., company is favored by growth in other areas. Al 





RATINGS: A—Best-grade. B—Good-grade. 
C—Speculative. D—Unattractive. 





Leading Machine Tool C -ompanies 
Ist 6 Months Full Year 
Net Sales Net Profit Margin Dividend Per Share 
1956 1957 1956 1957 Net Per Share Earned Per Share Indicated Price Range Recent Div. 
(Millions) % % 1956 1957 1955 1956 1956 1957 1956-1957 Price Viel | 
BLACK & DECKER $35.5! $39.2! 9.7% 10.5% $3.80! $4.23! $4.10 $5.17 $1.25° $1.40 6434-32% 56 2.5% 
W.C. (mil.) ‘55—$17.8; ‘56— sista 7 
Serengeti aes ts : : ” —— | 
BULLARD 10.7- 9.5- 3.3- 1.7- .48- .22- dl.41 2.06 1.00 1.20 3832-185 19) =66.3 
W.C. (mil.) ‘55— orate ‘56— eccedl 
* TER 7 a _ } 
CHICAGO PNEUM. TOOL 19.1- 22.7- 12.4- 13.5- .60- .72- 1.87 2.44 95 1.20 29%4-13'2 27 4.4 | 
NG. tall) "38 ~ $372; ‘56— vente 
| CINCIN. MILLING MACH. 67.9 79.3 65 5.6 2.55 2.55 2.47 4.64 1.60 1.60 5514-3578 37 43 
E W.C. (mil.) ‘55—$39.3; ‘56—$43.9 
| §X-CELL-O 65.4 “s 88.1 9.7 9.2 1.80 2.25 2.70 4.01 1.00 1.50 5134-31% 39 3.8 
v.C. - ) ‘55— wae 5; ‘56—$36.6 
| 
REENFIELD TAP & DIE 7.8 9.2 10.0 8.4 1.61 1.54 2.40 2.89 1.25 1.35 2272-1532 ~~ FA | 
V.C. vinnie *55—$5.5; ‘56—$7.1 | 
r NGERSOLL-RAND n.a. na. na. n.a. 1.20- 1.48- 4.54 5.96 3.50 3.50 8812-59 80 43 
| V.C. (mil.) ‘55—$109.5; ‘56—$121.9 
_ — — ' 
| MONARCH MACH. TOOL 8.3 90 5.8 7.5 1.15 1.61 .08 2.34 1.35 1.35 2834-195 21 6.4 
V.C. rs ‘55— wan ‘56— diesen 
NATIONAL ACME n.a. na. na na. 4.04 2.83 6.41 8.60 5.00 5.00 &2 -60 62 8.0 
N.C. (mil.) ‘55—$22.0; ‘56—$23.6 
YAN NORMAN INDUST. 16.3 25.5 2.4 Ue i 54 .23 1.09 1.10 1.00 .40 17%- 8 8 5.0 


'—9 mos. ended June 30. 
-—Ist Quarter. 
$—Plus Stock. 


MACHINE TOOL COMPANIES | 


Greenfield Tap & Die Demand for company’s products tends to follow gen- 
eral industrial activity fluctuations. Sales of ‘‘perishable’’ tools holding 
well. Earnings and dividends likely to hold at 1956 level. Cl 


Ingersoll-Rand: Sales expected to maintain trend in general industrial and 
earnings may improve moderately. Large ‘‘other income’’ a stabilizing 
factor. Extra dividend may supplement increased quarterly rate. Al 


Monarch Machine Tool: Leading maker of special purpose lathes and acces- 
sories used in mass production industries should fare well in meeting need 
for labor-saving equipment. Earnings in uptrend. B1 


National Acme: Major supplier of multiple-spindle automatic screw machines 
needed in mass production techniques. Orders tend to fluctuate with business 
cycles. Slight dip in earnings may not affect dividend. B3 


Van Norman Industries: Although addition of new customers in auto indus 
try is reassuring, margins remain unsatisfactory in some activities and 
earnings may show little improvement. Dividend seems doubtful. C3 


—Improved earnings. “—Sustained earnings trend. “—Lower earnings trend 











help in appraising prospects for individual com- 
panies in groups where operating results vary so 
widely. After presentation of information indicating 
the current trend among machinery manufacturers 
and machine tool companies we shall take a closer 
look at several representative companies. In the 
meantime, it may be noted that the discussion is 
supplemented by a compilation of latest available 
statistics and thumbnail comments on many of the 
leading concerns in the two groups. 

Unfilled orders of machinery makers at the begin- 
ning of this year were up substantially over those 
on hand a year earlier, but the backlog expanded 
little in the final quarter of last year and in the 
early months of 1957. It has been falling steadily 
AUGUST 
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since the first quarter as shipments have exceeded 
incoming business. Capital expenditures by industry 
had been estimated by government agencies early 
in the year as likely to register an increase of 6.5 
per cent over 1956, but this figure now seems too high. 
This year’s total may closely approximate 1956 
spending on capital goods. 

Labor costs still are rising, however, and as manu- 
facturing costs mount, the incentive to replace man- 
ual operations with mechanized equipment is ac- 
celerated. Accordingly, it must be recognized that 
as long as the labor market is tight and costs con- 
tinue to climb, there will be reason for attempting 
to find equipment that will multiply worker pro- 
ductivity. 
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Leading Machinery Manufacturing Companies 
—_—_—_—_—|st 6 Months_————_—- ——Full Yeor——— - 
Net Sales Net Profit Margin Dividend Per Share ‘ 
1956 1957 1956 1957 —s Net Per Share Earnings Per Share Indicated Price Range Recent Div. 
—(Millions)—— % 3 1956 1957 1955 1956 ©1956 1957 1956-1957 Price Yield | 
AMERICAN MACH. & FDRY. $43.41 $59.0! 5.5% 5.8% $ 85! $1.06! $1.64 $3.00 $1.05" $1.20 4334-24" 41 2.9% 
W.C. (mil.) ‘55—$47.8; ‘56—$62.2 
BLAW-KNOX 37.6! 46.4' 3.7! 4.41 90! 1.23! 1.56 4.16 1.20- 1.20 4634-2812 38 = =3.1 } 
W.C. (mil.) ‘55—$29.7; ‘56—$35.5 | 
BUCYRUS-ERIE 20.5! 24.7! 8.7! 6.9! 16! 92! 4.19 3.64 2.40 2.40 5634-33'8 38 6.3 
W.C. (mil.) ‘56—$31.1; ‘56—$44.7 
pai ee ll ils Ao eee sail sam | 
BUFFALC FORGE 14.4 16.0 5.0 5.4 1.13 1.33 2.35 3.07 2.00 2.00 3634-27 31 6.4 
W.C. (mil.) ‘55—$9.3; ‘56—$9.9 
CLARK EQUIPMENT rie 74.0 6.0 5.8 2.01 1.87 4.23 4.11 2.12 2.12 7512-39 59 3.5 
W.C. (mil.) ‘55—$41.5; ‘56—$39.7 
COOPER-BESSEMER 26.4 36.9 6.4 78 1.31 2.05 1.34 3.72 1.00- 1.60 3934-1058 32 5.0 
W.C. (mil.) ‘55—$13.8; ‘56—$17.8 
FAIRBANKS, MORSE 68.3 65.1 1.9 2.2 .96 1.35 2.21 2.81 1.40 1.65 65 -38's 44 3.7 
W.C. (mil.) ‘55—$37.7; ‘56—$40.0 
FOSTER-WHEELER 47.4 75.4 1.2 1.4 1.02 1.84 2.19 1.81 1.60 1.60 6734-30" 9 27 
W.C. (mil.) ‘55—$21.3; ‘56—$21.0 
GARDNER-DENVER CO. 30.5 35.2 11.1 11.3 1.88 2.20 2.74 4.05 1.27 1.72 4678-23 44 3.9 
W.C. (mil.) ‘55—$20.9; ‘56—$33.4 
JOY MFG. 89.8° 100.0° 8.9% 9.1 4.50° 5.10° 3.18 6.10 2.80 3.40 7634-35's 62 5.4 
W.C. (mil.) ‘55—$42.2; ‘56—$48.4 
LINK BELT 39.9! 41.7! 6.0! 6.1! 1.31! i.37! 4.16 5.95 3.15 3.75 7612-472 68 5.5 
W.C. (mil.) ‘55—$48.5; ‘56—$54.7 et, a 
MESTA MACHINE n.a. na. on.a. n.a. n.a. n.a. 3.65 4.36 3.00 3.00 6414-48 58 5.1 
W.C. (mil.) ‘55—$18.1; ‘56—$18.2 ols 
UNITED ENG. & FDRY. n.a. n.a. na. n.a. 79 1.10 87 1.28 .80 .80 1678-1334 16 5.0 
W.C. (mil.) ‘55—$15.5; ‘56—$18.5 _ ae ; . 
WORTHINGTON CORP. n.a. na. na. n.a. 3.03 3.10 5.22 6.11 3.00 2.50- 6832-41 64 3.9 
W.C. (mil.) ‘55—$65.2; ‘56—$68.1 
'—1st Quarter. 
(W.C.)—Working Capital. “—Plus Stock. 
(n.a.)—Not available. °—9 months ended June 30. 
MACHINERY MANUFACTURING 
American Machine & Foundry: Growing demand for automatic packaging Foster-Wheeler: Sharp improvement in earnings indicated from more satis- 
machines contributing to uptrend in volume. Rental income on pinspotter factory margins on recent contracts. Backlog continues to expand. Optimists 
bowling equipment growing rapidly. Earnings rising. Bl hopeful of more liberal dividend payments. B1 
Blaw-Knox: Leading builder of specialized equipment for steel, construction Gardner-Denver: Good demand for machinery in mining, oil and construc- 
and other industries. Economies obtained in modern machinery point to con- tion industries accounts for maintenance of high level of sales. Earnings 
tinued uptrend in volume. Earnings rising. Bl expected to compare favorably with 1956 peak. B1 
Bucyrus-Erie: Expansion in road building should spur demand for excavating Joy Manufacturing: Progress in development of labor-saving coal mining 
machinery. Slower pace indicated in construction work next year. Earnings machines accounts for uptrend in volume. Equipment essential to meet 
recovery affords ample dividend coverage. B1 rising labor costs. Modest rise in earnings indicated this year. Bl 
Buffalo Forge: Increasing emphasis on equipment for air filtering and cool- Link Belt: Broad line of mechanical power transmission and materials han- 
ing in factories expected to provide large backlog. Uptrend in earnings dling equipment enables company to serve many industries requiring labor- 
adequate to cover liberal dividend rate. Bl saving machinery. Small extra dividend possible. B1 
Clark Equipment: Necessity for using more machinery in materials handling Mesta Machine: Prosperity of steel industry and need for adoption of 
should assure expanding market for industrial trucks. Construction machin- modern manufacturing processes contributing to growth in order backlog. 
ery division shows promise. Better earnings indicated this year. Al Increased facilities expected to boost earnings. 
Cooper-Bessemer: Strong demand for marine and oil field equipment has United Engineering & Foundry: Benefits of expansion and improvement 
kept backlog and deliveries high. Recent earnings point to continued better program showing up in increased earning power. Best earnings since 1950 
year-to-year comparisons. Cl indicated and may encourage hope of dividend boost. Bl 
Fairbanks-Morse: Despite series of internal management controversies, com- Worthington Corp.: Strong demand for heavy machinery in industrial plants 
pany has maintained strong competitive position. Shares boosted to high for temperature control, refrigeration, power transmission, etc., points to 
levels in proxy contest. Earnings indicated at peak. Bl further earnings gains and modest dividend rise. Bl 
RATINGS: A—Best- rade. B—Good-grade. ; om 
C—Speculative. D—Unattractive. —Improved earnings trend. °—Sustained earnings trend. “—Lower earnings trend. | 





| ' mil 








Research is making available new types of ma- 
chinery that make older models obsolete. In the steel 
industry, for example, modern mills embodying 
numerous automatic operations, have been installed 
that are capable of producing materials that required 
eight or ten times as many workmen using older 
manufacturing methods. 

Agitation for economies in military spending has 
manifested itself more forcibly among machine tool 
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concerns than in other segments of industry. The 
sharp rise in cancellations of orders for new ma- 


chines experienced in June traced to adoption of 


conservative policies by the Air Force. As a result, 
cancellations for that month jumped to nearly $11 
million from an average of only about $4.5 million 


in preceding months. Incoming orders registered 
a modest increase in June over the preceding month, 
but remained more than 30 per cent below the fig- 
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ure for the corresponding month of 1956. Bookings 
* for the first half of 1957 fell some 38 per cent from 
+ the total for the first six months last year, according 
gt the National Machine Tool Builders Association. 


Air Force Cancellations Reduce Backlogs 


Reflecting improvement in operating efficiency 
and abundance of raw materials, shipments of ma- 
chine tool makers mounted sharply in the first six 
months. June saw volume of $83 million, up about 
9 per cent over a year ago and almost 6 percent 
over the previous month, while for the first half 
total shipments rose 18 per cent to $492.7 
ion, For the full year it is estimated that ship- 
its may set an all-time peak of about $900 mil- 
as manufacturers fill orders booked in the last 
years. The shrinkage in new orders may bring 
estimated total volume for the next year to 
it $750 million—a rate that may mean narrow- 
of margins. June bookings of less than $43 mil- 
after cancellations was at a rate of only about 
) million annually. Probably a good many con- 
is would have difficulty in breaking even if the 
istry’s production schedule should fall as low 
3500 million. 
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Industry Hopes Hinge on New Autos 


ndustry officials are hopeful of a turn for the 


to maintain extensive backlogs right through the 
year on highly automated machines offering tre- 
mendous savings in manufacturing costs. Intima- 
tions that some car manufacturers are about to 
introduce new types of engines point to the possi- 
bility of large orders for machine tools before the 
year is out. The prospects may brighten before 
the turn of the year, especially in the environment 
of record 1957 earnings for many companies. 

In so broad a group of companies, serving diversi- 
fied industries, it is not surprising to find a complexity 
of trends in earnings and sales. It is more important 
in the machinery group to emphasize selectivity 
than in many other categories. For that reason, a 
better idea of prospects may be gained from a closer 
look at several individual concerns engaged in dif- 
fering phases of this broad industry. 


Company Comments 


Consider Black & Decker, for example, which caters 
not only to a growing market made up of home- 
owners interested in taking care of their own re- 
pairs but also to many industries that are utilizing 
power tools to trim labor costs. The company makes 
a comprehensive line of electric drills, saws and ac- 
cessories that have appealed especially to individ- 
uals undertaking ‘do-it-yourself’ projects around 
the house. Intensive cultivation of the domestic 
market and exploitation of overseas areas has en- 




































































better by the fourth quarter. Automotive manufactur- abled the company to boost sales to a record high 
ers are expected to place large orders with specialty for the first nine months of the fiscal year ending 
machine tool makers, some of whom have continued next September 30. (Please turn to page 671) 
QUARTERLY SHIPMENTS AND NET NEW ORDERS OF MACHINE TOOLS 
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SPECIAL SECTION OF 
MIDYEAR DIVIDEND FORECAST 
SURVEY OF 36 UNCLASSIFIED STOCKS 


Since there are many companies that do not 
readily fall into specific industrial groups, this 
special section is prepared as a round-up and eval- 
uation of unclassified or specialty companies. 

Understandably, investor attention is usually fo- 
cused on major stock groups, because developments 
that affect a whole industry are generally more 
newsworthy than the individual] fortunes of specific 
companies. For this reason, many important firms 
escape investor notice, although they may be better 
investment media just because of their uniqueness. 

Included in the list are a number of firms which 
make up smaller, or in some cases sub-industries, 
that do not warrant the full attention we give to 
the major industrial groupings. Halliburton Oil Well 
Cementing and National Supply, for instance, are 
important adjuncts to the oil industry, but the field 
is a limited one, tied closely to developments in the 
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petroleum field. Similarly, Anderson, Clayton, 
Spencer Kellogg and Archer Daniels Midland, are 
each important processors of vegetable oils, but 
the industry is limited in scope. 

Other are purely specialty companies, often well § 
known, but just as frequently with little investor 
interest. Thus Hershey Chocolate is virtually a 
household word, but the limited supply of stock in 
the hands of the public keeps interest low. 

As in any grouping, however, changes are con- 
stantly taking place. Some of last year’s companies 
had to be removed because they are now members 
of major industrial groups. Certainly this will be 
true again next year. For that reason, as much as 
any other, we feel it valuable to focus the spotlight 
on at least 36 of the many possible firms that are 
otherwise unclassifiable. Dividend comments and rai- 

















ings are appended in the tables that follow. 
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W.C. (mil.) ‘55—$238.5; ‘56—$264.0 


W.C.—Working capital. 
d—Deficit. 
n.a.—Not available. 


American Chain & Cable: Sales volume and earnings held well in first 
quarter, but rising costs reduced margins. Moderately better earnings ex- 
pected in third quarter, but no change seen in dividends. (B-2 

American Chicle: This well regarded, second largest producer of chewing 
gum has again scored a quarterly earnings advance. Sales, not published, 
have probably advanced. The $3.00 dividend is the least to be expected. 
A-1) 


American Seating: Company is major producer of school, church and other 
public building seating equipment. Future seems bright in view of rising 
school population, but failure of major programs to get started has held 
back current earnings. Second quarter earnings have not yet been released 
but they are not expected to match last year’s second quarter. A 5¢ deficit 
was incurred in the first quarter of 1957. Further dividend cuts possible. (B-3 


Anderson, Clayton: Company is the dominant cotton merchandising organi- 
zation, and an important ginner and refiner of vegetable oils. Exceptional 
activity in cotton connected with surplus disposal program buoyed fiscal 
1957 earnings, although full year results are not yet out. No change in 
dividends expected as lower earnings are expected in 1958. (B-2 


Archer-Daniels-Midland: A major processor of agricultural products, and 
especially flaxseed and soy beans, recent price weaknesses have held mar- 
gins down. For first nine months drop in net was moderate, but may reverse 
as new acquisitions contribute to total revenues. (C-2 


Babcock & Wilcox: Company has been a major beneficiary of heavy capi- 
tal spending, especially for steam generating equipment. Active partici- 
patio in atomic energy and naval programs lends some long range earn- 
ings stability. Moderate earnings rise in first half should continue through 
rest of year, and the $1.00 cash dividend is the least to be expected. (B-1) 





Brunswick-Balke-Collender: Improved rental revenues from bowling equip- 





| RATINGS: (A)—Best Grade. 
(B)—Good Grade. 
(C)—Speculative. 
(D)—Unattractive. 





1—9 mos. ended Mar. 3/. 
~—Plus stock. 

5—1st Quarter. 

'—6 months ended Jan. 21. 


ment and larger sales of other sports material has resulted in sharp earn- 
ings improvement. Defense business is moderate, contributing 10% to sales 
Continued earnings betterment likely for balance of the year. Some divi- 
dend increase is possible (B-1 


Carborundum: Well established abrasives producer is in the process of 
broadening product lines. Company is one of the few processors of zir- 
conium and hafnium under contract to the government. Sales advances 
should continue but higher costs should keep net under a year ago, and 
dividends unchanged. (B-2) 


Consolidated Laundries: With most of company’s activities confined to com- 
mercial laundering, volume and margins have been steady in recent years 
Slightly higher sales but lower margins should lead to little change in 
earnings. 


Crown Cork & Seal: Increasing competition combined with higher costs 
are seriously affecting margins despite maintenance of sales levels. Full 
year earnings will be down sharply from last year, although the first half 
deficit should be overcome. No early resumption of dividends likely. (C-3) 


Diamond Match: Basic match business continues good, but weakened lumber 
prices and adverse conditions in the building trades have held back earn- 
ings growth. Company is well situated, but earnings and dividend better- 
ment must await better trade conditions and more balanced supply-demand 
relaionship for wood products. (B-3 


Easiman Kodak: Slightly lower profit margins offset sales gains and earn- 
ings eased slightly in the first half. Nevertheless, this major producer of 
photographic equipment, with important diversification in chemicals and 
electronics should do well in the balance of the year. Earnings should ex- 
ceed the $4.89 per share earned last year, and dividends should at least 
equal 1956 rate. (A-1) 





1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 








— a 
Survey of 36 Unclassified Stocks 
Ist 6 Months Full Year 
Net Sales Net Profit Margin Dividend Per Share Div. 
1956 1957 1956 1957 Net Per Share Earned Per Share Indicated Price Range Recent Yield 
(Millions) % % 1956 = «1957, s«*N95S-«195H~S1956S«1957 1956-57 Price = % 

AMER. CHAIN & CABLE $ 29.85 $ 31.4% 60% 67% $1.71° $1.92° $5.75 $6.80 $2.50- $2.50 6414-3812 58 43% 
W.C. (mil.) ‘55—$28.6; ‘56—$31.8 
AMERICAN CHICLE n.a. na. = ona. n.a. 2.31 2.55 4.19 4.56 3.00- 3.00 61 -53'4 59 5.0 
W C. (mil.) ‘55—$22.4; ‘56—$21.5 
AMER. SEATING 5.3° 48° 28 d.7 23° =d.05°" 3.59 2.77 1.50 1.20 3658-26'4 27 = 4.4 
W C. (mil.) ‘55—$14.2; ‘56—$13.0 
ANDERSON CLAYTON 382.5! 511.34 2.0 2.2 2.40" 3.52! 2.51 3.82 2.00 2.00 50'2-32'2 46 43 
WC. (mil.) ‘55—$104.3; ‘56—$111.1 
A®CH.-DANIELS-MID. n.a. na. n.d. n.a. 2.89! 2.80! 3.49 3.61 2.00 2.00 41'4-35'4 3605.5 
W.C. (mil.) ‘55—$48.5; ‘56—$50.7 
BABCOCK & WILCOX 138.7 181.4 5.1 47 1.40 1.46 2.62 2.74 1.00- 1.00" 4712-3158 41 2.4 
W.C. (mil.) ‘55—$85.3; ‘56—$106.8 

santana emcceananconsca = | 
BRUNSWICK BALKE 17.1 45.3 2.2 2.7 .67 2.26 2.52 6.15 1.00- 1.00 7512-2558 71 1.4 
W.C. (mil.) ‘55—$17.0; ‘56—$17.0 

Se ee } 
CARBORUNDUM CO. 51.2 55.5 6.9 5.5 2.06 1.78 3.01 3.68 1.60 1.60 51'4-31'2 43 3.7 | 
W.C. (mil.) ‘55—$29.4; ‘56—$32.1 
CONSOL LAUNDRIES n.a. na. n.a. n.a. 97 97 1.85 2.04 1.25- 1.25 2258-15 146 7.8 4 
W.C. (mil.) ‘55—$2.1; ‘56—$.1 
CROWN CORK & SEAL 59.7 60.7 1.4 _ 3.24 d.11 1.05 d.14 .20 _ 1838-1152 15 _ 
W.C. (mil.) ‘55—$35.0; ‘56—$34.5 
DIAMOND MATCH 31.5% 30.6° 6.7 5.9 71° 60° 3.02 3.04 1.80 1.80 4478-3114 32 5.46 
W.C. (mil.) ‘55—$55.7; ‘56—$41.5 
EASTMAN KODAK 325.1 347.9 11.9 11.5 2.11 2.09 4.66 4.89 2.65 2.65- 115 -7534 103 2.5 
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Survey of 36 Unclassified Stocks—( Continued ) 
- Ist 6 Months — - Full Year 
Net Sales Net Profit Margin Dividend Per Share Div 
1956 1957 1956 1957 Net Per Share Earned Per Share Indicated Price Range Recent Yield 

(Millions) y 4 y 4 1956 1957 1955 1956 1956 1957 1956-57 Price % 
FERRO CORP. $ 26.1 $27.7 50% 3.1% $2.04 $1.27 $3.91 $3.64 $1.60 $ 80" 3912-26% 27 2.9% 
W.C. (mil.) ‘55—$14.1; ‘56—$13.5 
FILTROL CORP n.a. na. = n.a. n.a. 2.19 1.66 4.23 4.16 1.80 1.80 9134-53 54 3.3 
W.C. (mil.) ‘55—$8.4; ‘56—$12.7 
GILLETTE CO. 102.9 93.8 15.7 13.8 1.75 1.40 3.13 3.40 2.25 2.25 54%2-38'2 39 5.7 
W.C. (mil.) ‘55—$34.1; ‘56—$33.3 
GLIDDEN CO. .. 166.31 168.4! 3.4! 3.2! 2.48! 2.34! 3.10 3.55 2.00 2.00 41%%-34% 36 5.5 
W.C. (mil.) ‘55—$47.1; ‘56—$35.6 
GRACE (W. R.) & COMPANY n.a na. = =n.a. n.a. n.a. n.a. 4..6 4.30 2.30 2.40 6014-4434 55 4.3 
W.C. (mil.) ‘55—$129.8; ‘56—$108.1 
HALLIBURTON O. W. C. n.a. 72.0° na. 9.13 2.14° 1.81 4.96 5.08 2.20 2.40 $2 -58'2 7i 3.3 
W.C. (mil.) ‘55—$23.9; ‘56—$47.9 - ae ae Sh 
HERSHEY CHOC. 39.71 n.a.t 6.4 n.a. 1.024 1.844 4.23 5.17 3.00 3.00 61 -45% 60 5.0 
W.C. (mil.) ‘55—$50.8; ‘56—$55.7 
HERTZ CORP. 12.34 16.7* 5.7 5.5 484 514 1.84 2.63 1.00- 1.00 42'%-27'4 41 2.4 
W.C. (mil.) ‘55—$.8; ‘56—$1.5 
INTERNATIONAL SALT n.a. na. ona. n.a. 5.40 4.54 10.08 10.76 5.50 5.50 144 -94 112 49 
W.C. (mil.) ‘55—$6.3; ‘56—$7.0 
JOHNSON & JOHNSON 61.31 65.44 5.8 5.3 1.69% 1.594 5.38 6.14 1.65 165 97 -67% 89 1.8 
W.C. (mil.) ‘55—$57.5; ‘56—$53.8 
MERGENTHALER LINO. 15.3° 20.3° 8.4 6.4 2.735 279 4351 3.94 2.50 2.50 6934-4458 57 4.3 
W.C. (mil.) ‘55—$22.4; ‘56—$25.5 
MINN. MIN. & MFG. 75.6 89.44 11.4 10.9 524 584 2.07 2.30 97 1.20 101 -52'2 89 1.3 
W.C. (mil.) ‘55—$77.7; ‘56—$82.7 


1—9 mos. ended May 31. 
*—Plus stock. 
3—5 mos. ended May 31. 


W.C.—Working capital. 
n.a.—Not available. 





t—1st Quarter 


”’—6 months ended Mar. 31. 








Ferro Corp.: Company is a well managed, aggressive firm in the porcelain 
industry. It is a major producer of frit. Recent expansion programs have 
kept costs high, but margins should widen now that most start up costs 
are out of the way. Second half should be better than the first but full year 
= probably not exceed last year’s earnings. No change in dividend 
likely. (B-2 


Filtrol: Company is one of the major independent producers of petroleum 
catalysts. Product development costs are high and earnings are closely 
tied to industry refinery runs. Outlook for oil industry suggests that earn- 
ings will continue well behind last year, but not enough to jeopardize 
dividend rate. (B-3) 


Gillette: The largest producer of razor blades, is also an important cos- 
metic producer and a leader in the ‘‘ball-point’’ pen field. Higher selling 
costs have more than offset higher sales. For the rest of the year, sales 
growth should be only slight, suggesting lower full year net. (B-3) 


Glidden Co.: Slower sales of naval stores and paints to the building trades 
caused slight easing of earnings in first nine months of current fiscal year. 
Earnings will probably remain just under last year’s $3.55 per share, afford- 
ing ample coverage for the $2.00 dividend. (B-2) 


Grace (W. R.): This highly diversified organization has become a major 
chemical producer in addition to its numerous Latin American interests, 
steamship lines and banking operations. First half results are not available 
but indications are that higher revenues will be offset by lower margins 
leading to moderate earnings drop, but no change in present dividend 
rate. (B-2) 


Halliburion Oil Well Cementing: The company is a major supplier of oil- 
field services and equipment. Prospects are tied directly to rate of drilling 
activity in the oil industry. With import restriction now being imposed to 
buoy crude price level, second half drillings may pick up. Thus earnings 
may not vary much from last year’s despite first half drop. (B-2) 


RATINGS: (A)—Best Grade. 
B)}—Good Grade. 
\C)—Speculative. 
(D)—Unattractive. 


Hershey Chocolate: Company is the recognized leader in its field, but there 
is little market interest because most of the common is closely held. 
First quarter results were excellent, but comparisons in the second quarer 
pe — from higher sugar and cocoa prices. No change in $3.00 divi- 
lent. (A-2) 


Hertz Corp.: Company is the largest operator of rented vehicle services. 
Growth has been excellent in last few years, and earnings improvement 
should continue through balance of the year. However, an adverse tax 
ruling may cut final figures considerably, but dividend should not be 
affected. (B-1) 


International Salt: International is the top producer of rock salt for indus- 
trial and commercial use. Company’s record is good, but earnings this 
year may not quite match last year’s. No change in dividends. (B-2) 








Johnson & Johnson: Company is a leading manufacturer of surgical dress- 
ings and baby-care products. Recent developments indicate that company 
may become an important member of the drug field as well. Little change 

is expected from the first quarter picture, although full year results should | 
compare favorably with last year. (B-2) 


Mergenthaler Linotype: First half results bettered last years showing but 
for the full year margins may be adversely affected by lower margin 
defense business. Overall record of the company is good, but operations 
—, = subject to general cyclical influences. The $2.50 dividend is 
secure. (6-2) 


Minnesota Mining & Manufacturing: Company has enjoyed consistent suc- 
cess in developing new products in addition to its basic industrial abrasive 
lines. Continued year-to-year sales gains are expected, but high costs and 
mounting research expenditures may narrow margins in second half. Earn- 
ings and dividends should not vary much from 1956. (A-2 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 
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—__—_|st 6 Months 








W.C. (mil.) ‘55—$49.5; ‘56—$51.3 


n.a.—Not available. 1-36 weeks, May 5, 56. 


W.C.—Working capital. 


*—39 weeks, May 25, 57. 


Survey of 36 Unclassified Stocks—(Continued ) 


—Full Year - 


1—9 months ended June 30. 
°—Ist Quarter. 


Net Sales Net Profit Margin Dividend Per Share Div. 
1956 1957 1956 1957 Net Per Share Earned Per Share Indicated Price Range Recent Yield 
- (Millions) % % 1956 1957 1955 1956 1956 1957 1956-57 Price %o 
NATIONAL LEAD $289.2 $281.7 10.0% 10.6% $2.45 $2.49 $4.02 $5.23 $3.25° $3.25 138 -76'2 126 2.5% 
W.C. (mil.) ‘55—$113.1; ‘56—$117.4 
NATIONAL SUPPLY 147.4 155.4 5.4 5.6 2.76 3.00 3.76 5.13 2.00 2.36 51 -23% 47 5.0 
W.C. (mil.) ‘55—$79.3; ‘56—$83.7 
OUTBRD. MARINE CORP. ... 100.14 116.44 11.0 9.9 1.424 1.49% 1.23 1.69 .60 80 375s-13%% 30 2.6 
W.c. (mil.) ‘55—$19.3; ‘56—$27.1 
RHEEM MFG. n.a. na. = ona. n.a. 55 73 3..0 45.01 1.00 — 37-17% 18 - 
W.C. (mil.) ‘55—$40.4; ‘56—$25.5 
SCOVILL MFG. 80.1 67.2 4.1 3.1 2.24 1.23 3.66 2.81 2.25 2.25 33'2-2954 30 7.5 
W.C. (mil.) ‘55—$29.3; ‘56—$28.0 
SHEAFFER (W. A.) PEN (A & B) 5.9° 5.6” 8.0 3.9 29° 13° 1.25 1.34 .90 90 13 -10 10 9.0 
W.C. (mil.) ‘55—$10.0; ‘56—$10.4 
| SIMMONS CO. 70.0 66.1 4.4 3.7 2.49 2.11 5.31 5.17 3.10 3.10 59%2-42'4 43 7.2 
W.C. (mil.) ‘55—$41.8; ‘56—$41.0 
SPENCER KELLOGG 63.7! 73.2- 1.3! 1.0- 70! .85- .27 98 .80 80 24-15% 16 5.0 
W.C. (mil.) ‘55—$20.1; ‘56—$21.0 
ie 
UNITED FRUIT n.a. na. «ona. n.a. 2.00 2.09 3.82 3.45 3.00 3.000 55 -42 42 7.1 
W.C. (mil.) ‘55—$62.0; “56—$49.0 
VANAD. CORP. OF AMER. 33.1 29.2 98 8.4 2.58 1.97 4.65 4.72 2.00 2.00 55%-38'4 43 4.46 
W.C. (mil.) ‘55—$19.4; ‘56—$23.5 
WESTERN UNION 123.2 131.2 5.4 47 1.07 1.00 2.10 2.21 1.00 1.00 22'2-17'2 18 65.5 
W.C. (mil.)’'55—$28.9; ““56—$30.4 
| WRIGLEY (WM.) JR. CO. 44.8 46.1 12.8 12.2 2.93 2.87 5.91 5.67 5.00 5.00 9834-82 83 6.0 


d—Deficit. 5—Plus stock. 





National Lead: Company has been an outstanding growth organization in 
the postwar period. Saies drop in the second quarter reflects lower activity 
in the building trades and slow downs in the Doehler-Jarvis division. 
Nevertheless, increased efficiency cut costs and raised net slightly above 
e@ year ago. Dividend should remain at $3.25. 





National Supply: Company is the largest of the oil and gas field equip- 
ment producers. Company also performs valuable engineering services. 
Postwar record is outstanding, but clouded picture for the oil industry 
may retard earnings in the second half. Growth prospects are good, 
however. Dividends should remain undisturbed. (B-2) 


Outboard Marine: Sales continue upward but margins are being squeezed. 
Nevertheless, earnings scored small advance in first nine months. Current 
dividend should be maintained. (B-2 


Rheem Manufacturing: Loss of basic markets have not yet been compen- 
sated for in new operations. Worst days seem behind the company, but 
with start up costs still high on new operations, there seems little likeli- 
hood of an early resumption of dividends. (C-3) 


Scovill Mfg.: Company has paid dividends for a century, but current pros- 
pects make improvement doubtful. Full year earnings should be below last 
year’s $2.1 per share, placing some doubt on the 25¢ extra payment. (B-3) 


Shaeffer (W. A.) Pen: With competitive conditions keen, and selling costs 
mounting, the lower earnings trend of the first quarter seems likely to 
continue. Dividend should be covered but by bare margins. (C-3) 





Simmon Co.: Lower sales and earnings seem in view for this major pro- 
ducer of bedding: Greater geographic representation should benefit the 
company over the long run. No change seen in dividends. (B-3 


Spencer Kellogg: Lack of diversification makes the company subject to 
sharp and sudden changes in the volatile vegetable oils and products field. 
No change in dividend likely as full year results will probably approxi- 
mate those of a year ago. 2 


United Fruit: With political conditions more favorable in Central America, 
and steady market assured for bananas, full year results should better last 
year's. Nevertheless, pending litigation limits the stock’s appeal. The $3.00 
dividend rate will continue. (B-1) 


Vanadium Corp. of America: Lower levels of operations in the steel in- 
dustry have led to lower earnings and sales in the first half. Full year 
results will trail 1956 but the $2.00 dividend should not be disturbed. (B-3) 


Western Union: Higher operating costs continue to beset the company de- 
spite steady revenue increoses. Long term outlook is good as private wire 
systems and facsimile expand, but lower earnings seem likely for this 
year. The regular $1.00 dividend should be continued. (B-3 


Wrigley (Wm.) Jr. Co.: Major member of the chewing gum industry, sales 
should continue their year to year betterment. Higher selling costs and raw 
material prices, may keep full year earnings below those of a year ago, 
however. The $5.00 dividend will be more than amply covered, although 
no upward revision is expected. (A-2) 

















‘]]| RATINGS: (A)—Best Grade. 1—Improved earnings trend. 

j (B)—Good Grade. 2—Sustained earnings trend. 

| (C)—Speculative. 3—Lower earnings trend. 

| (D)—Unattractive. 
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Trouble 


The trouble with the market is 
that too many stocks now have 
something the matter with them 
either on the positive or negative 
side. It may be one or more of the 
following: price too high; earn- 
ings disappointing or no better 
than had been expected ; prospects 
uncertain or poor; yields too low 
or otherwise unattractive relative 
to bond yields. The market ap- 
pears to need at least more tech- 
nical correction. It could be more 
than “technical” if the previously 
hoped for fourth-quarter business 
upturn does not develop. Good 
income is offered by bonds, pre- 
ferred stocks and many stable- 
dividend common stocks — but 
profit-making opportunities are 
scarce. Long-pull potentials in se- 
lected stocks no doubt remain 
promising. On a medium-term 
perspective, however, more em- 
phasis should be put on the con- 
servation of capital. 


Growth? 


Here are sobering earnings 
comparisons on a few “growth” 
stocks: Outboard Marine nine 
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months to June 30 $1.49 a share 
versus $1.42 a year earlier; East- 
man Kodak first half $2.09 
against $2; Pfizer first half $1.85 
against $1.77; Minneapolis-Hon- 
eywell first half $1.56 against 
$1.46; Reynolds Metals for the 
half $1.60 versus $2.21; National 


Lead first half $2.49 against 
$2.45; McGraw-Hill for the half 
$1.32 versus $1.25; and Dow 


Chemical for the year to May 31 
$2.15 against $2.52. Others could 
be cited. Regardless of long-range 
prospects, all of these stocks have 
outrun earnings for the time be- 
ing. 








Risk In Selling 

In the case of a basically fine 
stock—National Lead for instance 
—a good case can be made out fo 
staying with long-pull holdings 
and for continuous dollar-averag: 
ing accumulation. The risk of los. 
ing position, by selling on pos. 
sibly falible judgment that the 
stock’s price is too high, is unde 
niable. But those who invest for 
profit on other than a dollar-aver. 
aging system must in any event 
take risks both in buying and sell- 
ing. Those who ¢an afford to take 
buying risks can also afford t 
take risks on the selling side. Our 
judgment is that the selling risk 











General Tire & Rubber 
Western Maryland Rwy. 
Rockwell Spring & Axle 








INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1957 1956 
6 mos. May 31 $3.36 $2.41 
6 mos. June 30 6.47 4.78 


Quar. June 30 .86 .65 
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Basic, Incorporated 6 mos. June 30 1.11 1.02 
New York Air Brake 6 mos. June 30 1.82 1.59 
Parke, Davis & Co. Quar. June 30 1.12 90 |) 
Cream of Wheat Corp. 6 mos. June 30 .30 20 Ih 
Revion, Inc. 6 mos. June 30 1.69 1.45 
A C F Industries Year April 30 6.95 6.08 
Atlantic Refining Co. 6 mos. June 30 2.74 2.40 
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in this issue and in most other 
over-valued growth stocks — at 
least to the extent of taking part 
of profits and writing down in- 
vestment costs on remaining hold- 
Jings—is not too great at this time. 


‘Good Sale 


’ Following a_ spectacular rise 
from levels at which we pre- 


viou ‘ly recommended it, we ad- 
viset profit taking on Outboard 
Marine around 36 in our June 22 
Fissue. At this writing it is al- 
ready down to 30, is still priced 
around 18 times likely current- 
year earnings, and could go ma- 
teri:lly lower . . . McGraw-Hill, 
now around 48, was repeatedly 
recommended here at much lower 
leve s. Selling around 15 times 
probable 1957 earnings it is not 
seriously over-priced, but neither 
is it by any means cheap. Our 
opinion is that, if all or part of 
prolits are cashed here, the stock 
probably can be bought back to 
advantage on a substantial sell- 
off .. Around 110, Minneapolis- 
} Honeywell is selling at something 
like 34 times presently indicated 
annual earning power. The price- 
times-earnings ratios are around 
———=§ 3) ior Minnesota Mining & Mfg., 
22 for Eastman Kodak, 24 for 
National Lead and 28 for Dow 
Chemical. They are all good stocks 
—but not that good. Stocks of this 
at for type proved considerably more 
ding “Unerable than the industrial 
eragy Average at the 1956 high. They 
f los Could be similarly so now. The 
: pos 4verage fell a moderate 12.6% 
t the from 1956 high to last February’s 
unde !ow. In round figures, here are 
st for Just a few samples of comparable 
aver) “growth” stock declines: Dow 
event) 32°c, duPont 26%, Minnesota 
1 sell] Mining 23% and Minneapolis- 
» tak) Honeywell 20%. A number of 
rd t¢jothers could be cited, but the 
. Our) point we are making here need 
j rislt not be belabored. 


Fiat. 














y fine 
stance 


Air Reduction 

In our July 20 issue, following 
an earlier recommendation of Air 
Reduction and a run-up to 65, we 
suggested that new buying be de- 
ferred, pending a price dip. The 
stock has now backed down to 
around 58. It is priced at not 
much over 11 times presently in- 
dicated annual-rate earning pow- 
er, yielding over 4% on a $2.50 
dividend. Payments have risen 
150° over the last eight years. 
Medium-term and longer-range 
prospects for the company’s prin- 
cipal lines (industrial oxygen, 
acetylene and acetylene chemi- 
cals)—are promising. We think 
the stock is in a sound buying 
range, but in the present market 
environment we see no need for 
hurry. It could react further. One 
course is to wait and see. An- 
other is to buy it in odd lots on a 
scale down. There is merit and no 
great risk in the latter. Nobody 
can pinpoint the optimum buying 
level in any stock. 


Warner-Lambert 
Most drug stocks have had siz- 
able reactions, following large 


advances. Warner-Lambert is 
down moderately from high of 
681, to around 64. The basis for 
good support seems obvious, since 
the stock is selling for little more 
than 12 times probable 1957 earn- 
ings, vield from the $2.50 divi- 
dend is fairly good as drug-stock 
yields go, and the company’s 1958 
and long range prospects are 
promising. The stock might or 
might not dip further. We are not 
inclined to quibble about that. 
The issue strikes us as a sound 
enough buy now for a _ holding 
period of six months or more. 


Chrysler 

Following publication of first- 
half earnings of $10.29 a share, 
which were in line with expecta- 
tions and which compared with 
only $2.14 a year ago, Chrysler 











Jones Laughlin Steel Corp. 
Sheaffer (W.A.) Pen Co. 
Alan Wood Steel Co. 

Ferro Corp. 

N. Y. Chic. & St. Louis R.R. 
Rayonier, Inc. 

American Airlines 

Crucible Steel of Amer. 
Johns-Manville 

St. Regis Paper Co. 











DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1957 1956 
Quar. June 30 $1.85 $2.35 
Quar. May 31 -13 -29 
Quar. June 30 35 -76 
6 mos. June 30 1.27 1.88 jf 
6 mos. June 30 1.67 2.03 
6 mos. June 30 71 1.52 
6 mos. June 30 .67 1.22 
Quar. June 30 73 1.21 
Quar. June 30 79 1.23 
6 mos. June 30 1.25 1.71 
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dipped from recent 1957 high of 
8214, and is around 77 at this 
writing. With the company’s pop- 
ular cars still selling better than 
those of competitors, full-year 
profit could readily be in the 
range of $14 to $16 a share. Of 
course, the $64 question is wheth- 
er the company can hold most of 
its present position against com- 
petition of the General Motors 
1958 models. If so, the stock is 
very substantially under-valued. 
If not, it is no bargain. Nobody 
can answer the question with as- 
surance. The “feeling in the seat 
of our pants” is that G.M. will 
not find it easy to forge ahead of 
Chrysler in styling appeal and 
that the latter’s comeback is 
more than a flash in the pan. 
What to do? If you own the stock, 
we say stay with it. Otherwise, 
our hunch is that venturesome 
speculative buyers have a better 
than 50-50 chance for a reward- 
ing profit. 


Strong 

At this writing the industrial 
average is still no great distance 
under its July top, but over-all 
market performance is more un- 
satisfactory than the average 
indicates. Supporting that conclu- 
sion, many more stocks are sag- 
ging to new 1957 lows than are 
attaining new highs. The latter 
are relatively few and confined 
to secondary stocks, in most of 
which there is limited interest. 
Here are some recent examples: 
American Metal Products, Day- 
strom, General Baking, Ideal Ce- 
ment, Magic Chef, Mengel, Winn 
Dixie, Western Air Lines, Ray- 
theon, Richfield Oil, Pet Milk, 
Western Auto Supply, New York 
Air Brake and Shattuck. On the 
whole, it is an unimpressive list. 


Soft 

The weaker-than-average is- 
sues are fairly numerous and gen- 
erally more prominent. Some of 
them are: Allegheny Ludlum 
Steel, Bucyrus Erie, Cerro de 
Pasco, Bullard, Consumers Pow- 
er, Cooper Bessemer, Ex-Cell-O, 
Hudson Bay Mining, Interna- 
tional Nickel, Magma Copper, 
Boston Edison, Outboard Marine, 
Bendix Aviation, Congoleum, 
Crane, Foote Minerals, Howe 
Sound, Jaeger Machine, Panhan- 
dle Eastern Pipe Line, and North- 
ern States Power. 

(Please turn to page 678) 
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ith the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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*—Seasonally adjusted except stock and commodity prices. 
(a)—8 month moving average. 





This we have done in our new Trend Forecaster (developed | 
over a period of several years), which employs those indicaton 
(see Components of Trend Forecaster) that we have found te 
most accurately project the business outlook. 


When the Forecaster changes its direction up or down a 
corresponding change in our economy may be expected sev: 
eral months later. 


The depth or height of the developing trend is clearly pre 
sented in our Relative Strength Measurement line, which re 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con 
traction in our economy. 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


In June, and apparently continuing into July, the consen- 
sus among the components of the Trend Forecaster improved 
somewhat, and trends were a little firmer than earlier in the 
year. 

Commodity prices declined, on average, in July, but held 
above the May low. Stock prices, after a slight decline in 
June, rose a little in July. Most other indicators were still de- 
clining, going into the third quarter, but the rate of decline 
had slowed. Business failures, in particular, apparently sta- 
bilized by late in the second quarter. Housing starts (as re- 
cently revised) declined slightly in June, but were still mod- 
erately higher than in March and April. In fact, the second 
quarter marked the first important interruption in the housing 
downtrend that began in early 1955. 

The Relative Strength Measurement continued in the 
negative zone in June, and doubtless in July as as well. But 
it has apparently risen from the minus 2.75 trough of March 
and May. The Relative Strength Measurement has been 
continuously negative for ten months; this is the first postwar 
occasion on which the measure has remained negative for 
so long without sinking below the minus 3 level which is 
indicative of general recession. It continues to suggest fur- 
ther adjustment, although still not signalling a general re- 
cession. 


THE MAGAZINE OF WALL STREET/AU 































sAnalyst/_22=> 
: M.W.S. INDEX (1935-1939 100) 
—_om A seeensienbsieniineenl 






























































































































































































310 |310 
' | 
CONCLUSIONS IN BRIEF hoe 
y DUSTRY — Still in the doldrums, owing to summer ai i 
— "IBhutd owns, and generally slack business. Total output 290) 27 | en 
—{ 0 |ignd sales still in slow decline, likely to continue into 
_|.5y (ane full. Steel outlook improving slowly, but largely ; 
or seasonal reasons. 280) 
=) RADE — Sluggish in hard-goods. Auto sales down 
—'0|iigair, after an encouraging but brief flurry in late '~, 
__|,) June and early July. Department store sales consid- — 
rably better in July, notably in soft-goods depart- 
—}*) }iments. Total trade still moving sideways; to continue _ 
—{s) }§o, well into the Fall. 260 ase 
“ - ONEY AND CREDIT — About as tight as it can get. + 
—'‘ | Business is moving into its seasonal borrowing period 
—-?|Mfor inventory accumulation; demand for funds is not 
—: |fikely to slacken before late in the year, at the earliest. 
can Atm d-July, yields on Aaa corporate bonds touched 
A %; 4-6 months commercial paper was close to 4%. 
“7 jo decline in rates yet in sight. 
__. .| POM MODITIES — Spot commodities were little changed 
Ju'y. Industrial commodities are momentarily strong, 
moe bs @ result of the gradual spread of the steel price 
and te mcrease, a further rise in aluminum, and a pending a en oe a a 
jise in cement. But for the general list of industrial Ce ee eee ae eae ee ee 
own agommodities, the price outlook is no better than neu- 
d sev-iral; several remain in over-supply. 
ly pre 
ich re 
When 
xceeds 
ae MONEY AND BANK CREDIT Late last month, the Department of Commerce issued its 
a: eon (WEEKLY REPORTING MEMBER BANKS) annual compendium of revised figures on the state of the 
national economy. This year, the revision contained its usual 
Trend “d oe eres aie Ai) pleasant surprises: the total output of the economy in 1956, 
tment || [|] | | | | | | gutlons oF cowars PTT TTT] and its present rate of output, now look about $4 billion 
Seeeaean Setteae | | | | | | higher than they looked in the first estimates. 
De euadeRciboainae ammo eee But it is necessary to look at the mouth of this $4-billion 
| | } | TOTAL LOANS & | 2 . es . 
onsen- naee rid | | INVESTMENTS | | | gift horse. One of the reasons for the upward revision is 
roved poeeeee Ee | | | | tI that the estimate of the rate of inventory demand was wrong 
in the ryt | | | | ] —and wrong on the wrong side, from the point of view of 
ean | | | current trend analysis. Originally, it was believed that busi- 
t held SETI befbtededetat} +++ ness stocks rose by about $3.5 billion in 1956; it turns out 
ine in | | | | | oemann oePosirs | the rise was about $4.6 billion. And whereas preliminary 
ill de- LN nnn | | | figures had suggested that inventory actually declined in 
lecline “TTT 1] | | the first half of 1957, the new figures (some of which are 
y sta- | | | | themselves still preliminary) point to a further accumulation. 
as re- srt me ++} tt One obvious lesson in this is to treat preliminary figures 
mod- LTT | | | on inventory with a little restraint — a tle more je-soren 
econd F hae eee | than was exercised by many business publications. (See Busi- 
DusINg 1 TPSALLI TT | | | commenciat (OANS Sy + a a gw ness Analyst pages of this magazine, issue of August 3, 
|| hh helene brlenterprberpog hepa Perr] ” pages 606-607, as well as earlier issues, for further com- 
n the ast tt tt | afte ey Ys Palanan t pe | ment.) Another lesson is more substantive; anyone count- 
ll. But harold 9 |) | | i | | Seah ing on a sudden and sharp renewe:! of inventory de- 
March Ty | | | | | | Py yy ddd dd mand late in 1957 had better take cnother close look 
been La CER OD a F 7 AMJJA Sows Ly wih — at the figures. As noted here two weeks ovo, inventories 
»stwar are not badly out of balance; but neither are they declining 
ye for so rapidly as to uncover any new demand for shelf stocks 
ich is 1955 1956 1957 in the near future. In fact, the current modest rate of in- 
st fur- crease is likely to dwindle, rather than accelerate. 
al re- (Please turn to following page) 
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THE 


. Latest Previous Year 
THE MONTHLY TREND Unit mn wn ie peed PRESENT POSITION AND OUTLOOK 
iMDUSTRIAL PRODUCTION® (FRB) — | 1947-'9-100 | June 143 143 141 rena with inventory, “4 also 

Durable Goods Mfr 1947-’9-100 re 160 159 157 worth noting that it is not so much raw 

Nondurable Goods Mfr 1947-'9-100 | June 130 130 128 — oe are ee but 

Mining 1947-'9-100 June 131 131 129 inisnea gooas. is suggests tha e pres. 

ent accumulation is at least partly invol- 
RETAIL SALES* $ Billions May 16.4 163 15.9 untary, and may presage a further dec ine 

Durable Goods $ Billions May 5.7 5.6 5.4 in production rates, in the next few months, 

Nondurable Goods. $ Billions May 10.7 10.7 10.5 in those industries where it is occurring. 

Dep't Store Sales. 1947-'9-100 | May 124 122 122 

* * * 
‘iA NUFACTURERS’ 

New Orders—Total* $ Billions June 27.2 28.4 27.9 GROSS NATIONAL PRODUCT —The tc tal 
Durable Goods. $ Billions ica 13.2 14.1 14.2 value of the nation’s output of goods cnd 
Nondurable Goods $ Billions June 14.0 14.3 13:7 7 ease at an estimated annual rte 

Shipments*® $ Billions pes 28.4 28.6 27.7 of $433.5 billion in the second quar er. 
Durable Goods. $ Billions ‘sine 14.2 14.3 13.9 This is slightly above the first quarter, cnd 
Nondurable Goods________| $ Billions poe 14.2 143 13.8 a ie billion above the second quar- 

ter of 1956. Note that the rise now repre- 
SUSINESS INVENTORIES, END MO.* | $ Billions May 89.7 89.3 85.1 sents, almost entirely, rising prices rather 

Manufacturers’ $ Billions May 52.8 52.6 48.6 than rising physical volume. This is true 

Wholesalers’ $ Billions May 13.0 13.1 12.7 even though the wholesale commoc ity 

Retailers’ $ Billions May 23.9 23.7 23.9 price level has stopped rising. The big- 

Dept. Store Stocks 1947-'9-100 | May 140 141 134 ' gest price influence on GNP is consurier 

~~" prices, since about two-thirds of all cut- 

CONSTRUCTION, TOTA $ Billions June 4.4 4.0 43 | put is sold to consumers and priced of 
—— _— me nae = = the retail level. On a per capita basis, 
$ Oltons June 1.5 tA 17 real output is now somewhat below 

All Other. . $ Billions June 1s 1.4 1.3 the level of a year ago; so is the real 

Housing Starts*—a Thousands June 970 980 1,091 | buying power of per capita personal 

ag rag tae Residential—b__ $ Millions June 1,155 1,297 1,202 | inceme. This is rot a recession; but 
All Other $ Millions June — 2,088 2,103 1,745 neither is it any longer a boom. 

&MPLOYMENT * + * 
Total Civilian Millions June 66.5 65.2 66.5 | 
one | 

Noa-Ferm Millions om = — po | Speaking of revisions, anyone in the 
Government a oe Pe pips a building materials business should be 
Trade sitions oe pe a my gratified by the new appearance of the 
Factory ena mo boon a government's CONSTRUCTION  daia. 

Hours Worked Hours ome ~ pe They show that annual construction spend- 
Hourly Earnings Dollars a oa size 7919 | ing is about $2 billion higher than had 
Weekly Eersings Dollars satan = : ‘'* | been thought. The increase is made up of 
PERSONAL INCOME®* $ Billions an 344 343 327 about a $2.5 billion increase in estimates 
of spending on residential additions and 

Wages & Salaries. $ Billions June 239 238 227 . ash 

rie ; alterations—this is bread and butter for the 
Propriviors’ incomes $ Billions June 51 51 50 ial idential ‘alti k 
Interest & Dividend $ Billions June 31 31 30 ee a a ee Se 
a : ers. Offsetting this increase, in part, is a 

Transfer Pay $ Billions June 22 22 19 hes ‘ 

Sound downward revision of the highway spend- 

arm $ Billions June 16 15 15 : : 

ing estimate. But nobody doubts that 
CONSUMER PRICES | 1947-'9-100 | June 120.2 119.6 116.2 | spending for roadbuilding is in a consid- 

Food 1947-'9-100 | June 116.2 114.6 113.2 erable uptrend for the next several years. 

Clothi 1947-'9-100 | June 106.6 106.5 104.8 a P . 

Housing 1947-'9-100 | June 125.5 125.3 121.4 

MONEY & CREDIT WAGE RATES AND INFLATION — Thus 

All Demand Deposits* $ Billions June 107.2 106.6 106.7 ys 4 rage red — out ‘ story that 

Bank Debits*—g $ Billions June 777 85.4 75.7 —— SS eee OF Ce pee 

Business Loans Outstanding—c $ Billions am 32.5 32.5 28.8 publications. Hourly earnings this summer 

instalment Credit Extended* $ Billions ‘i 3.4 3.5 3.0 = oe about 10 cents an hour higher 

eeetecaee eel Eon EC OR Rae hg oye ageing: 
’ 
FEDERAL GOVERNMENT greater than this; last summer’s figure re- 

Budget Receipt $ Billions June 11.6 5.3 11.6 ected more time-and-a-hait for overtime 
dge flected ti d-a-half f ti 

Budget Expenditures. $ Billions June 6.2 5.9 6.9 than is true this summer.) But the real 

Defense Expenditures_______| $ Billions June 3.8 3.9 4.6 purchasing power of these wages is ol- 

Sueplus (Def) cum from 7/1_____ | $ Billions June 1.6 (0.6) 1.6 most exactly the same as a year ago; the 
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QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
OOK In Billions of Dollars—Seasonally Adjusted, at Annual Rates 
s also ————— oar 1956———— increase in the consumer price level has 
h raw SERIES it y IV " eaten up the entire gain. That leaves the 
g, but Querter — Quorter Quarter Quarter average worker where he was a year 
> pres gross NATIONAL PRODUCT___ 433.5(e) 429.1 426.0 410.8 ago, EXCEPT that each dollar of his sav- 
invol-@ Personal C P | 277.8(e) 276.7 272.3 265.0 ings now buys about 5% less than it did 
leciine Private Domestic Invest 64.8(e) 62.7 68.5 65.3 a year ago. If wages and prices had 
ionth Ne: Foreign Invest t 3.5(e) 4.1 2.4 1.2 t d wh th h id hove 
: 5, Government Purchases. moe 87.3(e) 85.6 82.8 79.3 stayed where they were, he wou av 
inc. ederal | 51.5(e) 50.3 49.0 46.4 been better off. Of course, some workers 
tate & Local | 35.8(e) 35.3 33.9 32.9 don't have any savings; it’s the saver 
PERSONAL INCOME | 342.4(e) 337.7 334.5 325.3 among the workers who has paid the price 
Tox & Nontax Payments 42.7(e) 42.2 40.5 39.5 for the continuing inflation which has 
@ total Dis ble Income -} 299.7(e) 295.5 294.0 285.8 lifted prices 5% in the past year. 
ds cndil} Co xsumption Expenditures — 277.8(e) 276.7 272.3 265.0 
11 rate Pe:sonal Saving—d___ 21.9(e) 18.9 a 20.8 a - A 
UCr er. CORPORATE PRE-TAX PROFITS* _ | 43.9 45.6 42.4 
r, Cndg Co porate Taxes “a 22.4 23.3 216 PRODUCTION TRENDS—Here’s a round- 
quar- Ce porate Net Profit at 21.5 22.3 20.7 s mid D bl hol 
Di-idend Payment reel 12.4 15 120 p at midsummer. Durables as a whole 
= Re'alned Earnings esi 9.1 10.8 8.8 went into the summer in a stable trend. 
rath : : 
« troslf MANT & EQUIPMENT OUTLAYS | 37.36) 36.9 36.5 34.5 Output of primary metals was falling, 
“a — and so was output of industrial machin- 
mocity THE WEEKLY TREND ery. But these declines were offset by ris- 
e bigg — | : ing appliance production (reflecting start- | 
i ; — —- — pod ups on new models) and a slight rise in | 
Hout emietin ate i (Re ma = lumber and wood products. Transporta- | 
-ed Olid MWS Business Activity Index*___| 1935-’9-100 July 27. | 289.2 299.2 255.3 tion equipment was in a slight decline, 
basis, MS index—per capita*___ | 1935.’9-100 July 27. | 219.7 220.6 198.1 partly reflecting reductions in output of | 
below if Stee! Production % of Capacity Aug. 3 82.2 79.4 16.9 defense equipment. Among soft goods, 
e realli Auto and Truck Production Thousands Aug. 3 129 151 141 trends were about stable, with chemical 
rsoral™ Paperboard Production _ | Thousand Tons July 27 283 265 271 and petroleum products ina very slight | 
1; but Paperboard New Orders Thousand Tons July 27 247 250 242 uptrend; textiles apparel food and bev- 
Electric Power Output*___| 1947-’49-100 July 27 | 230.7 233.7 213.0 li htl . k ry roducts | 
Freight Carloading iia eedllliee July 27 | 726 743 450 erages slightly weak, and paper products | 
Engineering Constr. Awards $ Millions | Aug. 1 | 401 394 309 recovering a little from their shallow de- | 
Department Store Sales__| 1947-9100 | July27_ ‘| 101 101 97 cline of early 1957. All in all, a stable | 
i the d Deposits—c $ Billions | July 24 55.6 55.2 56.1 picture, but not containing any signifi- | 
Id be Sutiness Failures __________| Number i July 27 | 228 266 274 cant strengths for the future. 








data, income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial centers. Other 





| 
= 
of thel *-S lly adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge, for 48 states. (c)—Weekly reporting member banks. (d) Excess of disposable 























spend: Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. (na)—Not available. (r)—Revised. (1)—First Quarter. 
n ~ THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
yup o 
imates | 1957 Range 1957 1957. | 
as andy No. of 1957 Range 1957 1957 | (Nov. 14, 1936 Cl.—100) High Low July26  Aug.2 | 
for the sues, (1925 Cl.—100) High Low  July26  Aug.2 | 100 High Priced Stocks 236.9 2156 234.1 231.0 
k 300 Combined Average .. 346.6 322.3 343.3 339.0 | 100 Low Priced Stocks 415.8 387.6 401.1 397.9 
; mak- = 
t, is a 4 Agricultural Implements ...... 282.4 247.1 260.6 257.9 4 Gold Mining ..... . ........ <0. 627.2 660.2 660.2 | 
mand 3 Air Cond. (‘53 Cl.—100) 122.8 110.2 118.2 114.8 4 Investment Trusts ............... 184.5 166.7 181.2 179.6 | 
P 9 Aircraft (‘27 Cl—100) ....... 1388.8 1039.2 1053.4 1039.21 3 Liquor (‘27 Cl—100) ........ 1094.5 965.2 10149 1014.9 
s that 7 Airlines (‘27 Cl—100) .... 1002.5 751.9 771.9 7£2.0 9 Machinery ... ... ven» 523.4 477.2 5080 497.7 
consid-§ 4 Aluminum (’53 Cl—100) .... 464.5 375.8 439.2 422.3 BM I sivas isis sn sensvecesins 174.6 157.5 162.6 160.9 
years. 6 Amusements neces. 172.6 151.8 156.2 156.2 4 Meat Packing . 1426 174 128.6 0127.2 | 
9 Automobile Accessories ....... 384.4 341.7 380.8 377.3 5 Metal Fabr. (‘53 Cl. —100) 198.3 175.4 188.8 185.0 
6 Automobiles .....................0.:. 54.3 47.6 52.8 51.4 10 Metals, Miscellaneous fa 420.9 376.4 400.7 400.7 
4 Baking (‘26 Cl.—100) ........ 29.7 26.3 28.6 29.7H 4 Paper LA aes Cee ws 1061.1 904.2 987.3 914.4 
3 Business Machines 1285.3 956.2 1244.1 1203.0 22 Petroleum 914.4 749.7 881.5 873.2 
— Thus} 6 Chemicals ..................... 652.3 556.6 634.3 622.3 21 Public Utilities 263.6 251.3 251.3 251.3 | 
y that 4 Coal Mining ................ 25.1 22.3 23.9 23.5 7 Railroad Equipment Me. 91.4 82.7 86.1 87.0 
npany 4 Communications ................... 106.0 94.5 104.1 101.2 20 Railroads aa 72.7 65.7 69.9 69.2 
9 Construction .......... 126.8 118.1 125.5 124.3 3 Soft Drinks ee 3 509.8 445.5 484.1 484.1 | 
er ? Cains ............ PR 7999 739.55 7999 7923 12 Steel & Iron 393.0 330.1 3655 3576 | 
higher 7 Copper Mining ........ 307.6 2559 258.9 255.9 4 Sugar sists 0969 CS W408 1693 
- ago. 2 Dairy Products ................... 112.4 103.8 110.2 -:111.3 2 Sulphur ........ . 924.7 815.4 899.4 882.6 
ates is] 6 Department Stores ............... 89.2 80.1 88.4 88.4 11 Television ('27 Cl.—100) .... 36.0 31.6 35.3 34.3 
jre re-§ 5 DrugsEth. (53 Cl.—100) . 259.2 175.2 251.9 242.7 5 Textiles ......... babs ; 149.9 124.7 134.5 131.7 
; 6 Elec. Eqp. (‘53 Cl—100) ... 244.4 215.0 242.1 237.6 3 Tires & Rubber... ... 197.6 164.0 193.9 190.1 
ertime 7 2 Finance Companies ............. 584.5 525.0 5523 557.6 aa 91.3 87.0 90.4 90.4 
e realli 6 Food Brands 280.2 264.0 280.2 277.5 2 Variety Stores ........ _. 2737 2556 2608 255.61 | 
is cl-§ 3 Food Stores ee 153.8 182.2 182.2 15 Unclassif’d (‘49 Cl.—100) 168.9 153.8 167.4 1659 | 
jo; the H—New High for 1957.  L—New Low for 1957. | 
——-— —_ —E 
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SPOT MARKETS — Most of the active commodities were little 
changed in the two weeks ending August 2 and the Bureau of 
Labor Statistics’ index of 22 leading commodities held at 
90.3% of the 1947-1949 base, the same level as two weeks ago. 
During the period, the metals component of the index was 
1.9% higher, mainly as the result of strength in steel scrap. 
The raw industrial materials index, which includes metals, tex- 
tiles and fibers, fats and oils and livestock and products (hides 
and tallow), was 0.2% higher, reflecting the rise in the metals 
component. 

The Bureau of Labor Statistics’ comprehensive weekly index 
of wholesale prices also remained in the doldrums in the see- 
ond half of July with the index, on July 30, at 117.9, only 
slightly under the 118.0 all-time high reached on July 16. 


FUTURES MARKETS — Domestic commodity futures were g 
erally somewhat lower in the two weeks ending August 2, wh 
such imports as cocoa and coffee were higher. Rubber had 
slight advance while world sugar slumped further. The De 
Jones Commodity Futures Index lost 1.66 points in the peri 
under review to close at 159.19, about mid-way betwee: 
year’s high and low. 

Wheat futures were mixed in the two weeks ending August 
with the nearby September option losing 1 cent while th- D 
cember position was % cent higher. Receipts of the bread graj 
at primary markets have been tapering off, easing some cf 
pressure from this source. Support has come from the fac: th 
futures are well under 1957 loan levels causing farmers 
hold back on offerings at this level. 






























































































































































































































































































































WHOLESALE COMMODITY PRICES 
130 ALL COMMODITIES 130 I 
1947-49 — 100 L - 
1 20 f oa 120 NON-FARM PRODUCTS 
110} _f 110 UI 
1947-49 — 100 
100 LA 100 
90 90 vee a 
80 80 uae PRODUCTS 
70 iff 7 70 
60 195 nea 60 'TFMAMIJA OND JFMAMJJASOND 5 
O 1951 1952 1953 1954 1955 1956 1957 
1956 1957 
BLS PRICE INDEXES a iil te tain 95 BLS INDEX 22 BASIC COMMODITIES 
1947-49—100 Date Date Ago Ago 1941 
All Commodities July30 «117.9 118.0 114.0 60.2 93 
Farm Products July 30 92.8 92.7 90.0 51.0 
Non-Farm Products July 30 125.5 125.4 121.4 67.0 91 
12 Basic Commodities Aug. 2 90.3 90.3 89.9 53.0 (1947-1949—100) 
9 Foods Aug. 2 86.4 86.9 82.0 46.5 8 
13 Raw Ind‘l. Materials Aug. 2 92.9 92.7 95.7 58.3 
5 Metals Aug. 2 103.8 102.9 122.3 54.6 87 
4 Toxtiles Aug. 2 83.1 83.3 78.2 563 
85 8 
MWS SPOT PRICE INDEX MWS RAW MATERIALS SPOT PRICE INDEX 
14 RAW MATERIALS '70 
1923-1925 AVERAGE—100 16 5 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 
1957. 1956 1953 1951 1945 1941 160 
High of Year 166.3 169.8 1622 2154 989 85.7 155 
low of Year 136.7 163.1 147.9 176.4 96.7 74.3 
Close of Year 165.5 152.) 1808 985 83.5 DOW JONES FUTURES INDEX 
DOW-JONES FUTURES INDEX 165 16 
12 COMMODITIES 160 pina 16 
4 NL 
AVERAGE 1924-1926—100 WAI, yond 
1957 1956 1953 1951 1945 1941 135 - Vv 15 
High of Year 163.4 166.7 166.5 2145 106.4 846 
Low of Year 154.5 149.8 153.8 1748 93.9 55.5 150 9 
Close of Year 162.7, 1668 189.4 1059 84.1 FEB. MAR. APR. MAY JUNE JULY AUG. 7 
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A Knowing Look 


When Lockheed wanted to watch the in-flight 
behavior of the giant skis on their 62 ton C-130 
Hercules propjet—they used an IT&T closed- 
circuit TV system to show engineers inside the 
plane exactly what was happening. 

Closed-circuit television systems developed by 
International Telephone and Telegraph Corpora- 
tion are proving to be valuable tools for industry, 
management, and the military. 


When there’s a need to see, you can use the eyes 


of the TV camera to overcome distance, dust, ot 
hazardous locations—even to peer inside a boiler! 
It takes you anywhere—and sees everything. 
This is another major contribution in visual 
telecommunication and electronic controls by the 


creative engineering of 1TaT. 





INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION, 67 Broad Street, New York, N. Y. 


For information about Closed-Circuit Television Systems write Industrial Products Division of IT&T, 100 Kingsland Road, Clifton, N. J. 











The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 


Confine your requests to three listed securities at reasonable 
Neo inquiry will be answered which does not enclose stamped, self- 
No inquiry will be answered which is mailed in our postpaid reply 


Special rates upon request for those requiring additional service. 





Flintkote Co. and indicate any new steps 
in its expansion program.” 


T. K., Tulsa, Okla. 


Flintkote Co. is a producer of 
box and paperboard, composition 
floor coverings, industrial lime, 
pre-fabricated chimneys, paving 
and automotive products, and 
building materials. 

Net earnings of The Flintkote 
Co. and subsidiaries for the first 
six months of this year rose to 
$2,528,059, equal after preferred 
dividend requirements to $1.61 
per common share, while sales 
set a record for the period at 
$53,830,403. 

This compares with net earn- 
ings of $2,155,160, or $1.47 a com- 
mon share, and sales of $50,372,- 
692 in the comparable six-month 
period last year. 

Net earnings per share are 
based on an average 1,491,834 
common shares outstanding in the 
first-half of this year, as against 
1,368,633 shares in the first six 
months of 1956. 

In the second quarter of this 
year, Flintkote’s net rose to 
$1,584,930, or $1.02 per common 
share, from a net of $1,377,331, 
or 95 cents per share, in the com- 
parable period last year. Sales 
for the second quarter rose to 
$29,214,487, from $27,064,351. 
The president of the company in- 
dicated that Flintkote’s sales for 
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1957 should reach $120,000,000. 

Flintkote does not expect the 
housing picture to improve mate- 
rially during the balance of the 
year primarily due to the tight 
mortgage money market. How- 
ever, company expects that the 
modernization and repair market 
will continue to be good because 
of the availability of money and 
labor for that type of work. 

To support the rapidly expand- 
ing steel industry in Southern 
California, Flintkote’s subsidi- 
ary, United States Lime Products 
Corp., is expanding its total plant 
capacity by 20%. This additional 
production has been sold to the 
Kaiser Steel Corp. 

Further expansion of plant fa- 
cilities was announced with an 
approximately $1,000,000 outlay 
for Flintkote San Leandro, Calif. 
container plant to meet the added 
demand created by a change from 
agricultural wooden shipping con- 
tainers to corrugated containers. 
That development has increased 
demand, 

In commenting on the recently 
proposed Kosmos Portland Cement 
Company’s consolidation, Flint- 
kote’s chief executive stated that 
interest in cement reflects the fact 
that “cement will be in short sup- 
ply and this acquisition should 
give Flintkote an opportunity to 
supply its own requirements. 
Flintkote uses cement in a large 
number of its products. The ce- 


1. Give all necessary facts, but be brief. 
2. 

intervals. 
8. 

addressed envelope. 
4. 

envelope. 
5. 

Flintkote Company 

“Please report recent operations of 


THE 


ment business is profitable in ‘t- | 
self.” 

Current quarterly dividend is 
60 cents per share. 


Thompson Products 


“Please furnish recent sales and eain- 
ings of Thompson Products and indiccte 
the outlook over coming months.” 

A. F., Washington, D. © 


Le iOS. wi BDe: a0 


The largest portion of Thom> | 


son Products sales in 1956 co 1-5 


of aircraft and related} 


sisted 


parts; next was the automotive, | 


marine equipment and industrial f 


parts; and third was replacement | 
auto parts. Electronic products i1- 
clude coaxial switches, measurir g 
and testing equipment, hi-fi equio- | 
ment and TV cameras. Compary 
also has a substantial interest in 
Ramo-Woolridge, a firm active in 


the Air Force ballistic missile 7 


program. 


Net sales of Thompson Prod- 


ucts, Inc. and subsidiaries in the 
first six months of 1957 amounted 
to $196,000,703, a gain of $53,- 
069,592 over sales of $142,931,111 
in the same period in 1956. Sales 


of $99,112,020 in the three-month | 


period ended June 30th, compared 
with $74,077,150 a year ago. 
Sales of aircraft products led 
the upturn in the first-half of the 
year, reaching an all-time peak 
earlier than had been expected, 


a 


before levelling off, in the course | 
of the second quarter, reflecting | 
the changing pattern of the mili- | 


tary aircraft program. 


Shipments of automotive prod- 


ucts for original equipment use 
were approximately the same as 
a year ago, and those for replace- 
ment use as well as shipments of 
unclassified 
ran moderately ahead of the six 
months volume of a year ago. 


Original equipment sales, how- / 


ever, were not as high in the 


second quarter as in the first, re- 7 
flecting the automobile industry’s | 
downward revision in earlier op- | 


industrial products, | 





timistic estimates of this year’s | 


new car demand. 
Earnings improved 
(Please turn to page 677) 
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CREDIT.. 


EXPRESSWAY OF OUR 
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America’s great financial institutions. . 


AMAZING AMERICA 


w York to Chicago without a stop light! As the modern 
wressway has created new dimensions in automotive 
vel, so consumer Credit has opened new dimensions in 
- buying power. For modern Credit is the ‘financial 
yressway”’ that keeps money moving, flowing, circu- 
ing... our nation selling, building, buying . . . resulting 
a constantly increasing standard of living unmatched 
the world today! 


“or 38 years Associates has been helping to build this 
al artery of our expanding economy. Its creative financing 
icies have long been a key factor in the phenomenal 
»wth of the automotive industry . . . within the last year 
sociates provided over 1% billion dollars for retail auto- 
bile purchases and wholesale financing. In addition, 
sociates annually supplies hundreds of millions of dollars 
help develop American industry and hundreds of millions 
re to individuals for family needs. 


With assets over 900 million dollars, Associates is one of 
. contributing to 


the expansion of the nation’s ‘‘financial expressway”’ for 
greater progress and achievement in the future. 


ASSETS 


CASH AND MARKETABLE SECURITIES. . 


A REPORT FOR THE FIRST SIX MONTHS 


CONDENSED CONSOLIDATED BALANCE SHEETS 


June 30, 1957 
$ 87,369,416 


RECEIVABLES: 


Retail motor vehicle installment 


June30, 1956 
$_ 87,277,327 


NR oi ice b aware cae 
holesale motor vehicle 


$713,932,341 


$683,877,863 








short-term loans............. 95,848,295 72,754,696 
Direct and personal installment ; 

Ne sd cs ais g ick sa eevee 69,419,360 55,851,875 

Commercial and other receivables. 41,403,438 37,002,943 

$920,603,434 $849,487,377 

Less: Unearned discounts........ 58,071,228 51,967,540 

Reserve for losses......... 23,160,118 20,628,756 

Total receivables, net......... $839,372,088 $776,891,081 

OTM PION... 5 ook vec ccctascsce 23,154,342 14,884,154 


$949,895,846 


$879,052,562 


CONDENSED CONSOLIDATED INCOME STATEMENTS 
Six Months Ended 


Discount, interest, premiums and 


June 30,1957 





June30, 1956 


OE canoe -e.w o-oo eet ace $64,309,386 $59,449,847 
Operating expenses................. 46,109,920 41,828,871 
Net income before Federalincometax $18,199,466 $17,620,976 
Provision for Federal income tax... . . __ 8,040,000 : 7,840,000 
ee ae $10,159,466 $ 9,780,976 
Consolidated net earnings per share of ——_ we Pe = 
common stock after payment of pre- 
eS eee $3.01 $2.97 


LIABILITIES June 30.1957 


Nores PAYABLE, short-term....... $455,829,819 


TERM NorEs due within one year... 14,707,000 
CaPITAL DEBENTURES due within 

| errr : ee 1,600,000 
Common Stock DiviDEND payable 

7") =. arr Se a 2,086,807 
AccouNTs PAYABLE, ACCRUALS AND 

RESERVES ........... Satie wt aio 33,088,139 
UNEARNED INSURANCE PREMIUMS... 28,972,657 
LonG-Term NoTss............... 216,080,000 
SUBORDINATED LONG-TERM NOTEs.. 48,700,000 
CapPITAL DEBENTURES..... ee 16,300,000 
PREFERRED STOCK... . 2.2.22. c cee 20,250,000 
ee re 32,104,720 
Daa 4 hucewenieww ewes y tex 80,176,704 


$949,895,846 
—— 


ssociates 


June 30, 1956 
$435,831,400 
37,500,000 


1,875,283 


30,237,643 
29,258,942 
155,965,000 
52,000,000 
17,900,000 
22,500,000 
31,254,720 
64,729,574 
$879,052,562 


Commercial and instaliment Financing 





ASSOCIATES 


INVESTMENT COMPAN 1 


ASSOCIATES DISCOUNT CORPORATION 
and Other Subsidiaries 
HOME OFFICE + SOUTH BEND, INDIANA 











Keeping Abreast of 


en geome 


Bristol Myers Co. plans to market a new tranquil- 
izing drug for hospital use known chemically as 
Phenyltoloxamine. The drug will be withdrawn from 
present market as an anti-histamine. 


Celotex Corp. has opened a $3 million plant at 
Pittston, Pa., to manufacture mineral fibre acoustical 
tile for eastern U.S. market. The plant represents 
part of a $22 million national expansion program. 


American Radiator & Standard Sanitary Corp. New 
Plants: The company has nearly completed new pot- 
tery at Plainfield, Conn. Full production is scheduled 
for early 1958. New $1,800,000, 130,000 sq. ft. valve 
plant at Stratford, Conn., for Belknap division of 
Detroit Controls Inc., a subsidiary, began operations 
in May and operations will begin soon in new Nor- 
wood, Mass. plant, engineering and test facility for 
production of navigation and stabilizing gyros and 
controls for ships, missiles and aircraft. The com- 
pletion of Norwood plant will release space in exist- 
ing plants for expanded production of sensing and 
recording instruments and control devices. A new 
plant for Ross Heat Exchanger division is under 
construction at Buffalo, N. Y. 


International Telephone & Telegraph Corp. has 
opened a new laboratory for testing master mechan- 
ica] and electrical measuring devices at Federal Tele- 
phone & Radio Company’s division plant at Clifton, 
N. J. The laboratory, which contains $500,000 in 
equipment will supplement and extend services of 
National Bureau of Standards at Washington, will 
test and certify measuring devices for private indus- 
try, scientific foundations and Governmental agen- 
cies and schools. 


Sperry Rand Corp. is constructing a $2 million 
electronic facility for development of advanced radar 
instrumentation at Clearwater, Florida. This plant, 
to open late in the year, will employ about 150 per- 
sons and contain $1 million of equipment and test 
facilities. 

Sperry Rand Corp. is considering new long-term 
financing to provide funds for expanding operations. 
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Neither the amount nor form of financing has becn dera pote 


decided. } fiel: 
Container Corp. of America’s new paperboard m ly jor 
at Santa Clara, California began operations in June é 
and is expected to produce some profits in the sec- | a 
ond or third month. The new folding carton factory | tey 
at Renton, Washington started production April 3.1) eon 
The new corrugated container factory at Dolton § oys 
(Chicago) will start operations in December. The 4 195 
bleached sulphate mill at Brewton, Alabama will be V 
completed late in 1957. New domestic properties ' mo} 
beginning operations in 1957 represent a $42 million : tha 
investment. ' riow 
© stat 
Dow Chemical Co. will begin construction early in Sit : 
1958 of acrylonitrile plant at Freeport, Texas, ‘and & res; 
completion is expected by the end of 1958. the 
ord 
Goodyear Tire & Rubber Co. has formed a new b this 
Guatemalan subsidiary, Goodyear Rubber Planta- § tot: 
tions Inc., to develop a 3400 acre rubber plantation | the 
in southwest section of Guatemala. Planting of dis- 5 wit 
ease resistant hevea trees will begin immediately, > Ma 
it was said, and during the six to seven years re-/ ject 
quired for their maturity, the plantation will con- § par 
duct experiments in interplanting coffee, corn, rice f tha 
and other food grains between the rubber trees. f in 
Goodyear has other rubber plantations in Sumatra, } me: 
Brazil, Costa Rica and the Philippines. E boi 
5 oce 
W. R. Grace & Co’s Davison Chemical Co. Ltd., § str 
affiliate of Davison Chemical Co. division, has opened f hea 
a new $6 million plant at Valleyfield, near Montreal, } tre: 
for production of fluid cracking catalyst for Can-) 
adian refineries. ma 


Gulf Oil Corp. announced its intention to enter the Ff fied 
field of benzene production with construction to begin | far 
this summer of a large benzene plant at its Port) cap 
Arthur, Texas, refinery, capable of producing ap- | rec 
proximately 30 million gallons per year. 

When the plant is completed, late in 1958, Gulf t suc 
will become one of the leading suppliers of this im- } oi! 
portant chemical raw material. nar 

Feedstocks for the planned benzene plant will be | j tha 
drawn from Port Arthur (Please turn to page 681) | ) sec 
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Changes Ahead for 
Machinery and Tool Makers 

















(Continued from page 655) 


Net income rose to $4.02 a share 
for this interim period from $3.80 
a share on a fewer number of 
shares in the same period last | 
year. In addition, a non-recurring 
capital gain of 21 cents a share 
should be added. In all likelihood, 
results for the year should reach 
a new peak of $5.60 to $5.75 a 
share, suggesting favorable con- 
sideration of another year-end 








mill 
June 


ce FEE AR re 


distribution in stock. 
Foster-Wheeler serves a dis- 


" tinctly different market — chiefly 
» large corporations in power gen- 
) erating, 
) fields. Large engineering projects 


petroleum or chemical 


account for a major proportion 
of business. Earnings are ex- 
pected to show an impressive re- 











Sec- § covery this year because of bet- 
tory | ter margins prevailing on current 
a 3. | contracts. Rising costs had a seri- . 
4tON | ously adverse effect on much of All Am 
The § 1956 work taken at fixed prices. erica 
. €) With earnings in the first six | » y ‘ 
rtles | months running almost double Rg g-W  « rey 
llion 4 that for the corresponding pe- 1s or arners usTo er 
) riod of 1956, when net profit (re- 
_ — stated) came to $1.02 a share, 
ly ¥ / it seems likely that still better In one way or another, Borg-Warner _ electric-driven accessories for aircraft. 
and § results may be anticipated for products touch the life of almost every In the petroleum industry, every oil 
[ the full year 1957. Backlog of peseties ie eal 
Pots : : merican every day. field uses a wide range of B-W equip- 
) orders has continued to expand ane . 
new E this year, reaching an indicated In millions of homes B-W appliances, ment. In agriculture, B-W plow and 
inti H total of almost $375 million at air conditioning, heating, bathroom _ harrow discs, tractor components, steel 
ition § the beginning of July, compared equipment, insulation and other build- fence posts and other products will be 
dis- with $364.4 million at the end of ing products make living more conveni- found on 9 out of 10 farms. In elec- 
tely, | March. Bookings on nuclear pr 6 
A teres Bs — — pial ent and comfortable. In 19 of the 20 tronics, nucleonics, plastics and steel, 
3 re- jects are reported to have ex- : a 
con- § panded encouragingly. The fact makes of cars, such essential B-W parts B-W products are becoming increas- 
rice that unfilled orders have mounted as automatic transmissions, radiators, ingly widespread. 
rees. § in the face of increasing ship- clutches, universal joints, oil coolers and All of these products bear ample evi- 
atra, See ee oe Output of timing chains add tothe efficiency,econ- dence of Borg-Warner’s basic aim: “‘de- 
( : sd : : 
: ai pecs By sites oo omy and pleasure of driving. Everyone sign it better—make it better.” In the 
Ltd., | struction has expanded. Thus in who flies in commercial planes is sped _ years ahead, adherence to this principle 
ened | heavy machinery, a_ promising on his way with the help of B-W fuel will continue to mean more and better 
real, | trend is to be found. pumps, hydraulic pumps andair pumps, _ products benefiting almost every Amer- 
Can- ' With the benefit of aggressive electric motors, and other related ican every day. 
} management and a strong de- 
mand for the company’s diversi- | ENGINEERING | 
r the fied products, Gardner-Denver has 
egin | fared well this year and appears 
Port | capable of establishing new high DESIGN IT BETTER MAKE IT BETTER 
; ap-f records in sales and earnings. | 
/ | The company serves primarily 
Gulf /such_ industries as construction, 
3 im-f oil field and mining. The first 





. }named accounts for slightly more | 
ill be | than one-quarter of sales and the | 






BORG-WARNER. 


310 S. MICHIGAN AVENUE ° 


681) } second slightly less than one- 
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Atlas Corporation 


33 Pine Street, New York 5, N.Y. 










Dividends declared on 
5% Cum. Preferred Stock 
and Common Stock 


© Preferred Dividend No. 5 
Regular quarterly of 25¢ 
per share 
Payable September 16, 1957 
Record date August 30, 1957 
® Common Dividend No. 63 
Regular quarterly of 15¢ 
per share 
Payable September 20, 1957 
Record date August 30, 1957 
WALTER A. PETERSON, 
Treasurer 





August 7, 1957 
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GAS&WATER 


ime COMPANY a 





DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 25¢ 
per share on the common stock of 
the Corporation, payable Sept. 1, 
1957 to shareholders of record on 
August 15, 1957. 





H. G. Horstman, President 
July 26, 1957 





GENERAL OFFICES: 
1630 N. MERIDIAN STREET 
INDIANAPOLIS 2, INDIANA 
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Forbes Magazine 














Changes Ahead for 
Machinery and Tool Makers 





(Continued from page 671) 


quarter, while mining takes about 
20 per cent of shipments. A line 
of rock drills is offered for the 
construction industry, and expan- 
sion in road building next year 
should prove stimulating. The 
company ranks as a leading pro- 
ducer of oil pumps. Net profit 
this year readily may top the 
1956 showing of $4.05 a share 
and dividends may be continued 
at the indicated annual rate of 
$1.80 a share. 


Worthington Corporation has 
broadened its market and greatly 
strengthened its competitive posi- 
tion in recent years through a 
series of expansion moves which 
changed the concern from strictly 
a pump maker to a producer of a 
diversified line of heavy machin- 
ery. Emphasis has been placed 
on the manufacture of air-condi- 
tioning equipment and power 
transmission appliances. The com- 
pany started the year with an 
exceptionally large backlog of un- 
filled orders and all indications 
point to establishment of new rec- 
ords for sales and earnings this 
year. Volume may climb to $190 
million from $170.2 million in 
1956, while earnings are being 
projected at $6.75 to $7 a share, 
compared with $5.99 for last year. 
Dividends being paid at an indi- 
cated annual rate of $2.50 a share 
may be supplemented by a year- 
end extra. 


Cincinnatti Milling Machine is the 
recognized leader in manufacture 
of machine tools for mass assem- 





AMERICAN & FOREIGN POWER COMPANY INC. 


TWO RECTOR STREET, NEW YORK 6, N. Y. 


COMMON STOCK 
DIVIDEND 


The Board of Directors of the 
Company, at a meeting held 
this day, declared a quarterly 
dividend of 25 cents per 
share on the Common Stock 
for payment September 10, 
1957 to the shareholders of 
record at the close of busi- 
ness August 9, 1957. 





IMPORTANT 


This dividend will not be dis- 
tributed to holders of the old 
Preferred and Common Stocks 
of the Company until such 
shares have been exchanged 
for the new securities to which 
those holders are entitled un- 
der the Plan of Reorganization 
of the Company, which became 
effective February 29, 1952. 


Holders of the old stock are urged to communicate with the Company. 


July 26, 1957. 
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H. W. Batcooyen, 
Executive Vice President and Secretary 
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One of its 


bly line operations. 
major customers is the automo-§ ord: 
bile industry. Although shipments§} and 


chin 


have increased sharply this year, 
results have not proved entirely pear 
satisfactory. A substantial vol- oper 
ume of business was placed with thir: 
subcontractors in order to spe ed} info 
deliveries to customers on an ex-) pe ; 
ceptionally large backlog at the peg 
beginning of 1957. Overtime hale 


dle 


also handicapped profit margins.) exp: 
Incoming business has fallen off} nan 
sharply in recent months with ‘hej ucts 
result that the backlog has been 4 at ¢ 
reduced to a point where capac ty§ wit 
operations may be difficult to? den 
maintain later in the year unless!) con 
incoming orders pick up. W th? 
the advantage of price increas>s,) 
margins have improved. Manaye.) 
ment is hopeful that introduction 

of 1958 models in the automotive 
industry may bring in a prom's- 
ing upturn in orders. Moder: te 
improvement in earnings may be 
achieved this year on record sh p- 
ments in excess of $150 million. 
Dividends are expected to be 
maintained at the current $1.60 
annual rate. 


Ex-Cell-O Corporation, a pr0- coy 
ducer of high-precision products) ing 
used largely in the aircraft and) jp 
automotive industries, also has) 9¢ 
enjoyed exceptional success in re-| of 
cent years as leading manufac-) fay 
turers have endeavored to trim) thy 
labor costs through utilization of) ¢p, 
modern tools. This company’s or- 
der backlog reached a record high! 
at the end of the March quarter) 
this year and, although incoming’ 
business has tapered off in recent 
months, volume of business on 
hand remained sufficiently large 
at the start of the third quarter 
to suggest that shipments this 
year may reach an all-time peak.| 
Machine tools account for slightly) 
less than 30 per cent of total busi-) “"! 
ness, while so-called precision! ,* 
products account for slightly less} 
than half of shipments. In addi-| 
tion, income is expanding in pro-| 
duction and leasing of ““Pure-Pak” 
machines to dairies for packag-} 
ing milk. Earnings for the year} S¢! 
ending November 30 are expected! th 
to range slightly above last year’s) £0 
$4.01 a share, affording ample) 
coverage for the indicated $1. 50 fa 
annual dividend rate. gr 

Among major companies in) oF 
this group which have fared less) 5¢ 
satisfactorily this year than op-| ¢ 
timists had hoped is National) 
Acme, a manufacturer of auto-) th 
matic machine tools, screw ma-} hi 
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chines and electrical specialties. 
Orders have been in a downtrend 
and business on hand at the mid- 
dle of the second quarter ap- 
peared adequate only for regular 
operations carrying through the 
third quarter. In the absence of 
information on shipments, it may 
be surmised that profit margins 
began to suffer this year from 
rising costs. In addition, unusual 
expenditures were planned to fi- 
nance development of new prod- 
ucts. Net profit is being estimated 
at ebout $7.50 a share, compared 
with $8.60 for 1956, while divi- 
‘den! payments are expected to 


con inue at a liberal rate. —END 
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’ Prospects for the 
Building Industry 
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significant portion of building 
ma‘erials, such as wallboard, gyp- 
laths, plaster, etc. In this 
connection, it may be noted that 
‘contracts for apartment build- 
Sings and multi-family homes rose 
in the first half of this year by 
» 26 per cent over the same months 
i of 1956, while work on single- 
\ family units dropped—the ratio in 
>the latter classification falling to 
the lowest figure in many years. 
' In dollar volume total residen- 
tial contracts declined in the 
frst half this year about 5 per 
scent to slightly less than $6.5 
‘billion. In June, however, the 
‘drop from a year ago was only 4 
per cent, suggesting that a slower 
pace in the downtrend had been 
jreached. Work on_ industrial 
plants shows indications of taper- 
Sing off, since expenditures on 
‘manufacturing buildings regis- 
tered a drop of 6 per cent in the 
first half. All indications point to 
a lower volume this year in new 
industrial plants. 

Heavy engineering projects and 
school construction are leading 
' the rise in the public works cate- 
' gory. Industry surveys indicate 


fis major engineering jobs go 
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far toward accounting for in- 
» creased volume in building, show- 
»ing an advance in June of about 
|25 per cent over the same month 
of 1956 and a rise of 21 per cent 
i for the first six months as com- 
| pared with a year ago. Bulk of 
‘the expansion is attributed to 
\highway projects started in con- 
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Preferred Stock, 





| TEXAS EASTERN 


| SHREVEPORT, 


Common and Preferred Dividend Notice 
July 31, 1957 

The Board of Directors of the Company has declared 

the following quarterly dividends, all payable on 

September 1, 1957, to stockholders of record at close 

of business, August 13, 1957: 


Amount 

Security per Share 

Preferred Stock, 5.50% First Preferred Series......... $1.37% 

Preferved Seock, 3.859% Seties.. .. ..ccccccccccsceces $1.4614 
Preferred Stock, 5.00% Series .............0ccee0+-- $1.25 

Preferred Stock, 4.75% Convertible Series ...........$1.18% 

Preferred Stock, 4.50% Convertible Series ...........$1.12% 


5.75% Subordinate Convertible Series $1.4334 


EEE TN EAE Oe eee ee $0.35 
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junction with enabling legisla- 
tion adopted in 1956. Complex 
engineering problems had de- 
layed authorization of many big 
road programs. Other engineer- 
ing projects include new airports, 
water works and power plants. 

Pressure is increasing again 
for action on proposed schools 
now that possibility of federal aid 
appears to have been postponed 
by Congress. Already, appropria- 
tions have increased for educa- 
tional buildings under state and 
municipal auspices. Current sur- 
veys estimate contracts awarded 
in June in this category at a fig- 
ure about 11 per cent above that 
for the same month a year earlier, 
while in the first six months the 
total rose some 5 per cent. Sur- 
veys of contracts awards and ne- 
gotiations indicate that the rate 
of activity in highway and school 
construction is rising. 

From a review of the most im- 
portant types of building work, 
it may be seen that the less prom- 
ising from the viewpoint of sup- 
pliers as well as from an invest- 
ment standpoint are to be found 
among concerns serving the resi- 
dential field. Cement producers 
appear well situated to experience 
a rebound from the summer set- 
back arising from labor difficul- 
ties. Many large plants were shut 
down anywhere from a few weeks 
to more than two months in pro- 
tracted strikes. As a consequence, 
unfavorable operating results 
were recorded in the June quarter 
and to some extent in the current 
period. Excessive inventories in 
the hands of producers and dis- 








IBM's 170TH 
CONSECUTIVE 
QUARTERLY 
DIVIDEND 


The Board of Directors of 
International Business Ma- 
chines Corporation has today 
declared a quarterly cash divi- 
dend of $.60 per share, pay- 
able September 10, 1957, to 
stockholders of record at the 
close of business ca August 
19, 1957. 


Cc. V. BOULTON, 
Treasurer 


590 Madison Avenue 
New York 22, N. Y. 
June 25, 1957 





INTERNATIONAL 
BUSINESS MACHINES 
CORPORATION 
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PHELPS DODGE 
CORPORATION 


The Board of Directors has 
declared a third quarter divi- 
dend of Seventy-five Cents 
per share on the capital 
stock of this corporation, pay- 
able September 10, 1957 to 
stockholders of record August 
16, 1957 


M. W. URQUHART, 


Treasurer. 


July 31, 1957 
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Common Dividend No. 151 


# A dividend of $1.00 per 
# share on the common 
% stock of this Corporation 
has been declared payable 
September 16, 1957, to 
stockholders of record at 
close of business August 
30, 1957. 
C. ALLAN FEE, 

Vice President and Secretary 

August 1, 1957 


















DIVIDEND NOTICE 


The Board of Dircctors has declared 
a regular quarterly dividend of 25¢ 
per share on the common stock of 
this Company, payable 
September 30, 1957, to 
stockholders of record at 
the ciose of business Sep- 
tember 13, 1957. 


R. L. Totvetrt, 
President 
Big Spring, Texas 

















DIVIDEND NOTICE 
JEFFERSON LAKE SULPHUR COMPANY 


The Board of Directors, at a meet- 
ing held on July 30, 1957, declared 
the regular semi-annual dividend of 
35¢ per share on the Preferred 
shares and the regular quarterly 
dividend (No. 57) of 40¢ per share 
on the Common shares, both payable 
September 10, 1957 to shareholders 
of record August 23, 1957. 
CHAS. J. FERRY, 
Vice-President & Secretary 
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| tributors were reduced to a mini- 
| mum, however, suggesting a 
| strong demand factor for the re- 
| mainder of 1957. Upward price 
revisions in coming months 
should restore normal margins. 
Producers of structural steel 
also are in a strong competitive 
position, and brick and tile mak- 
ers are regarded as reasonably 
well situated. In adjusting to a 
sharp drop in one-family dwell- 
ing units, manufacturers of heat- 
ing and plumbing as well as floor 
coverings and other interior fin- 
ishes have been confronted with 
overproduction and keen compe- 
tition, The outlook for the imme- 
diate future is rather drab, but 
the industry has taken a realistic 
approach to the situation and 
seems capable of bringing about 
a more satisfactory balance by 
the end of this year. 
Summarizing briefly prospects 
for a diversified group of com- 
panies serving a major segment 
of the economy, the immediate 
outlook will depend greatly on 
the extent to which new home- 
| building is stimulated by the re- 
| cent easing in financing terms. 
Nevertheless, it may be well to 
| place less emphasis on the evident 
| unfavorable trends and endeavor 
to weigh possible effects of at- 
| tempts in Washington and else- 
where to bring about a recovery. 
There is little doubt but that 
government officials would like to 
see a recovery in_ residential 
building at least to the extent 
where annual starts might ap- 
proximate a million. 

In the light of a wide diverg- 
ence in competitive conditions 
among leading manufacturers in 
this group, it is more than ever 
important to adopt a selective ap- 
proach in considering represen- 
tation in this group. The accom- 
panying statistical tabulation and 
comments should prove helpful in 
this endeavor —END 





Where Will U. S. Stand 
Under Canada’s New Deal? 
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trade with the U. S. of $1,290,- 
000,000, the greatest in Canada’s 
history.” 

This situation will be corrected, 
the “new deal” backers say, and 
in the process, there will be a 
direct effort to stimulate more 








trade with the United Kingdom cap 
and other members of the British§ fro 
Commonwealth. In fact, this is the 
the prime objective of a Common. § tha 
wealth Trade and Economic Con-.§ qu! 
ference which the “new deal” is rec 
sponsoring, aiming to restore tof} Pr 
a maximum extent the British# ise 
market which has been all but) U. 
lost by the old regime. The “new# plu 
deal” backers hold that, while the Ag 
U. S. market is close at hand, it} an 
is uncertain. fal 
In addition, there is a growing§ ist 
resentment in Canada because the!) U- 
U. S. Government has failed to} in 
act upon some protests over trade) fa! 
problems following Canadian rep-) en 
resentations to Washington.) Né 
Thus, for instance, fresh fruit) N: 
and vegetable imports into tie ne 
Canadian market from U. S. far) sil 
exceed such “fresh” exports by) | tal 
Canada, causing widespread dis-) m¢ 
content in Canadian farm circles; 
U. S. “dumping” of some textiles! 
has been alleged, particularly so 
called “end of the run” producis, 
spreading resentment in Cana-) . 
dian textile circles; some electri-) !" 
cal appliance imports from U. 8.) P! 
have disrupted the Canadian in-) = 
dustry, resulting in most volul lel Cl 
criticisms in Canadian electric al be 
circles. There are other instances. | j th 
At the same time, Canadians) “ 
have pressed their Government) 
steadily for retaliation because of | ™ 
obstacles which they alleged were ef 
being put in their path whenever) !" 
efforts were made to increase} he 
Canadian exports to the U. 8.) 
market, some of these obstacles) % 
causing considerable bitterness,) 
because, from the Canadian busi-) ™ 
nessman’s viewpoint, these were! ©! 
obviously just red tape or techni-} F 
ealities which did not exist when} * 
U. S. exports were made to the lo 
Canadian market. This admit} d 
tedly continuing problem has been| 
a major cause of irritation which} 
has influenced the “new deal” in} * 
turning elsewhere for interna-| @ 
tional trade, if possible. ; DP 











Accuses U. S. of Wheat Dumping | d 


Then again, some U. S. trade) e 
policies on the international scene) ¢ 
have been bitterly resented where | 0 
wheat deals are involved because § n 
Prime Minister Diefenbaker him- 
self has declared that the U. § 
has engaged in “unjust and un-f | 
fair dumping; of agricultural sur-) t 
pluses which is destroying the/ 

is 





Canadian farmer’s export mar- |) 
kets.” During the genera] election | 
campaign, he made much political | © 
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capital on this count and, judging 
from the farmer’s vote against 
the old regime, it can be expected 
that the “new deal” will take 
quick and effective action to cor- 


is rect this situation which the new 


Prime Minister has openly prom- 
ised On several occasions, The 
U. S. “fire sales” of crop sur- 
pluses are a denial of the General 
Agreement on Trade and Tarriffs 
and go far beyond the bounds of 
fair competition, the Prime Min- 
ister says, emphasizing that the 
U. S. was extremely shortsighted 


} in such policies of “dumping” 


farm surpluses since this threat- 
ens the economies of its own 
NATO allies. All members of 
NATO, and particularly the U. S., 
he claims, must accept the respon- 
sibilities for protecting and main- 
taining the economies of all other 
members of the alliance. 


The New Deal and 
Commonwealth Preference 


Wheat in particular and trade 
in general comprise the most 
pressing problems facing the 
“new deal,” with important de- 
cisions expected shortly and these 
bound to be quite important to 


) the U. S., considering that Can- 


ada is one of the U. S.’ best cus- 
tomers. Any dramatic change in 
trade trends can bring significant 
effects to some segments of U. S. 
industry, top level informants 
here point out, though they cau- 
tion that there is some undertone 
of skepticism about the changes 
occurring quickly, if at all, in large 
measure due to the complications 
of Britain entering a European 
Free Trade Area scheme; Can- 
ada’s new Government known to 
look with disfavour on barter 


| deals or the acceptance of foreign 


currencies such as sterling; Can- 
ada’s lack of surpluses for export 
aside from wheat; Canada’s buoy- 
ant economy calls for heavy im- 
ports of certain goods, machinery 
and equipment from U. S. in or- 
der to become more self-effiicient 


» and keep pace with the nation’s 


economic progress so that these 
cannot be discontinued, reduced 
or diverted without serious after- 
maths. 

Already press comments on the 
“new deal” plan to transfer about 
15% of Canada’s purchases from 
the U. S. to Britain hold little 
hope of success for this scheme. 
This lack of enthusiasm in the 
press is known to reflect public 
opinion in many parts of Can- 
AUGUST 
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ada, at least for the time being. 

While the discussions at the re- 
cent British Commonwealth meet- 
ing in London were only prelimi- 
nary and actually only “feelers,” 
there is already considerable 
opinion that Canada’s new Gov- 
ernment may be unable to speed 
such trade changes, nor even pro- 
vide any large-scale trade diver- 
sions without some delay. 


Looking Ahead 


In the long run, however, it is 
conceivable that the British Com- 
monwealth, led by Canada’s new 
Government, might bring about 
some permanent organization 
which will help to increase the 
flow of goods between the mem- 
bers as well as the flow of invest- 
ment. Observers in Ottawa hint 
that this idea was developed at 
the recent gathering of Prime 
Ministers in London. This, of 
course, would eventually bring 
higher tariff walls and a redirec- 
tion of investments to soft cur- 
rency countries, drifting away 
from the U. S. sphere. But it 
must be emphasized that it will 
take time to develop and will not 
come overnight, according to top 
level informants. 

When the new session of Can- 
ada’s Parliament meets in the 
middle of October, one of the first 
moves by the new Government 
will be to bring down a so-called 
“baby-budget” and this will con- 
tain considerable material of di- 
rect interest to the U. S. since it 
is expected that the “‘new deal” 
will show its hand in several 
ways. It will be unable to imple- 
ment all its promises, nor even 
most of them, but some pledges 
will be carried out, informants 
Say. 


Tax Reductions to 
“Preserve Free Enterprise” 


One of the first will be a re- 
duction in taxes because it is no 
secret that overtaxation was one 
of the principal reasons why so 
many Canadians voted against 
the old regime. In the first ten 
months of this year Canadians 
have been allegedly overtaxed 
$546 million or $33 per person 
according to “new deal’ leaders, 
calling the present tax imposi- 
tions as “confiscatory.” If con- 
tinued, such taxes can bring about 
the end of Canada’s system of free 
enterprise, said Prime Minister 
Diefenbaker. Of course, such tax 





Rich vein of BIG savings for in- 
dustry is Materials Handling —sav- 
ings accomplished by versatile ma- 
chines of huge power, sure-footed 


traction, speed... Talk to Clark! 
Tap this extraordinary wealth of 
experience in every phase of mov- 
ing materials faster, more cheaply. 


CLARK’ 


EQUIPMENT 


Clark Equipment 
Company 
Buchanan, Michigan. 
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DIVIDEND 


Quarterly dividend Nz. 
146 of $.75 per share has 
been declared on the Com- 
mon Stock of 
ALLIED CHEMICAL & DYE 
CORPORATION 
payable September 10, 
1957, to stockholders of 
record at the close of busi- 
ness August 16, 1957. 
RICHARD F. HANSEN 
Secretary 
July 30, 1957 


Continuous Cash Dividends 
Have Been Paid Since 
Organization in 1920 




















Studies of Oils and 
Aircrafts 


See our next issue 
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cuts could be beneficial to many 
U. S. companies operating in Can- 
ada through subsidiaries, affiili- 
ates, etc. Another early move will 
be raising old age pensions, pay 
to veterans and civil servants, 
etc., all increasing the social se- 
curity payments as well as rais- 
ing the amount of money in cir- 
culation. This means a potential 
increase in purchasing power. 


Contemplated Monetary Aid 


Other changes definitely in the 
cards under the “new deal” will 
be easing the present credit sys- 
tem and the tight money policy 
will undergo a moderate revision 
that will help all business, big 
and small, particularly the latter; 
a federal, provincial and munici- 
pal conference is slated to be 
called to halt the present trend to 
centralization of power in Ottawa 


_ and to change the whole taxation 


structure so that the provinces 
and municipalities may get a 
larger share of the taxpayer’s 
dollar, with this bound to affect 
present borrowing by Canadian 
provincial and municipal govern- 
ments in the U. S., a trend which 
many Canadian authorities would 
like to discontinue; a stiffer anti- 
combine policy appears in the 
making; small business will defin- 
itely get some form of assistance 
to enable them to compete against 
big business whether involving 
manufacturing, wholesaling or re- 
tailing, and a special committee 
will probably be created by the 
“new deal’ for this purpose, com- 
posed of members of the Federal 
Cabinet and representatives of 
small business associations from 
all parts of Canada. If any hard- 
ships are caused by policies, ad- 
justments could be made promptly 
through such a small business 
committee dealing directly with 
the federal government. 

Another major move to which 
the “new deal” is committed and 
which may affect U. S. more read- 
ily, perhaps, than other immedi- 
ate actions will be the new Gov- 
ernment’s policies aimed to assure 
the Canadian farmer a fair share 
of the national income by main- 
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taining a flexible price-support 
program to ensure an adequate 
parity for agricultural producers 
based on a fair price-cost rela- 
tionship. The “new deal” has as 
its purpose the assurance of a 
maximum of stability of income 
to Canadian farmers and this is 
a basic cornerstone of its pro- 
gram. The Canadian farmer’s 
share of the national income has 
gone down in the last eight years 
by some 6% and the costs of 
goods and services that the far- 
mer has to buy have increased by 
20%. In addition, there has been 
a continuing) reduction in the far- 
mer’s share of the consumer dol- 
lar from 59.3 cents of the dollar 
to about 50 cents today. 


Tough Policy for U. S. A.? 


In view of the heavy protest 
vote by Canadian farmers, there 
is no doubt that the “new deal” 
farm policies will hit U. S. with 
the brunt of its new “tougher 
policy,” particularly because 
the “new deal” has a rather slim 
majority in the new Parliament 
and it will be prodded to do so 
by the Social Credit and Socialist 
parties, both of which have fairly 
important membership in the new 
House. The “new deal” has a 
strong protectionist backbone and 
its leadership is definitely more 
“sympathetic” to requests for 
protection from domestic indus- 
tries than has been witnessed in 
Ottawa for over two decades. 
Consequently, not only will the 
U. S. feel a “tougher policy” in 
trade in various world markets, 
particularly in the Common- 
wealth and other “friendly” areas 
in which Canada does business, 
brit the U. S. may feel much more 
the effects from “dumping duties” 
and other escape clauses exercised 
by Canada’s new Government in 
shipments into the Canadian mar- 
ket. Already the new Government 
is warming up in this respect, 
judging from the quick imposi- 
tion recently of import controls 
against U. S. shipments of tur- 
keys and fowl into Canadian mar- 
ket as well as on other food prod- 
ucts, such as strawberries. 

But these moves are only the 
beginning, top level informants 
point out. Unless the U. S. will 
modify its own surplus disposal 
program, there will be quick re- 
taliation from the new Govern- 
ment which is committed to bring 
a better balance of trade between 












the U. S. and Canada, hinting that 
Ottawa try to play Washington’s 
own game in import and export 
domain, It is evident already that 
Canada’s “new deal’, by imple. 


in mc 
has ¢ 
“level 
tivity 


menting its avowed policies, will Sp 
bring some of the biggest chanwes Race 

in federal government relations) avi 

between Ottawa and Washington! - | 

witnessed in over two decades... 

stren 

Reasons for Change meen 

. : rates 

However, despite the passicn-) pighe 

ate speeches about “Canada First”) jneon 

policies and even the voluble criti-)) pee j 





cisms of U.S. policies, there is! tha-, 
no fundamental, nor widespread!) wae 
anti-Americanism in the rak) has r 
and file of the “new deal” which) per « 
came into power in the main Le-f peen 
cause Canadians wanted a chan ze? yges 
of government after 22 years,) hour 
because Canadians believed that) gar | 
they were being overtaxed, be-) gona 
cause Canadians disliked the old) Be 
regime’s steps to combat infla-| port: 
tionary pressures, because Cana-)) pric 
dians favored a better farm pro-) “acr 
gram, because Canadians want:d/ oper 
a new deal between the various) supy 
levels of government, because) of s! 
Canadians wanted the higher so-) iste 
cial security payments promised? tain 
by the winning party, and because! tion 
of other purely domestic reasons.| in s 
The people of Canada voted for), cert 
a change of government because” has 
of no anti-American reason and? tion 
there is no doubt about it. As a) fh 
top level informant here put it) all 
simply and appropriately: “Cana-| tom 
dians want to be partners in U.S./ to k 
operations in Canada and people | flat: 
normally don’t want to be part-/ pric 
ners with people they don’t like.” defi 
—END) sar 
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Deflation or Inflation? | P 


In Commodity Price aati str 
Which? 








(Continued from page 637) "| 


taken effort to establish prices | a 


of farm products by fiat. And, it | ~ 
well may be that the unwilling- | ° 
ness of Congress to take action | the 
now will hasten deflation rather > ae 
than postpone it. ; a 


Industrial Materials B of 
k 
» m2 


Prices of industrial materials, | }., 
considered as a whole, have de- | tp, 
clined slightly in recent months. } ,,, 


, ato ae 
Supplies are large and still rising ) yj 
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in most instances, while demand 
has contracted as a result of the 
“leveling off” in industrial ac- 
tivity. 

The fact that producers have 
made these price increases, in the 
face of slackening demand, has 
provided ammunition for those 
who maintain that we are in an 
inescapable “wage inflation”. The 
strength of labor, it is asserted, 
meens ever higher hourly wage 
rates and costs with resultant 
higher prices, higher national 
income, and so on. In this con- 
nec ion it is interesting to note 
tha*, despite increases in hourly 
wajye rates, weekly factory pay 
has not been rising since the num- 
ber of hours worked weekly has 
been declining. Historical anal- 
yses reveal clearly that rising 
hourly wage rates do not neces- 
sar ly result in rising total per- 
sonal income. 

Be that as it may, it is all-im- 


/portant to remember that the 
An a- & 


pro-/ 


price of any commodity—whether 
“acministered” or not—still must 
operate within the framework of 
supply and demand. In the face 
of slackening demand, an admin- 
istered price can only be main- 
tained by cutting back of produc- 
tion which, since it tends to result 
in smaller weekly wages plus a 


has definite deflationary implica- 
tions. 

In the past, it has not been at 
all unusual, in fact quite cus- 
tomary, for administered prices 
to be raised months after the in- 
flationary upsurge in the general 
price level had topped out and 
deflation was well under way. The 
same factors, i.e., rising wage 
rates, might just as well have 
been advanced and actually were, 


' to “prove” the “impossibility” of 
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a downturn in the general price 
structure. 


The Fall Test 


The coming Fall, in the open- 
ion of some close students of 
commodity price trends, well may 
be a severe testing time for com- 
modity prices, particularly for 
those advanced recently in the 
face of something less than ag- 
gressive demand. 

Unquestionably, the majority 


/ of recent price markups—both on 


als. materials and finished products— 


have been based on the belief 
that the current Jull in demand is 
only temporary and that the Fall 
will bring with it such an upsurge 
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in buying activity all around that 
there will be no difficulty in main- 
taining the new, higher price 
levels. 

Analysis of hitherto always re- 
liable “indicators” of business ac- 
tivity fails to reveal any basis for 
the widely held belief in a busi- 
ness upturn this Fall of greater 
than seasonal proportions. In 
fact, the indicators suggest rather 
clearly that the slow decline in 
industrial activity of recent 
months is more likely to be ac- 
celerated than reversed. Manu- 
facturers’ inventories have con- 
tinued to rise in the face of de- 
clines in new orders and unfilled 
orders, a state of affairs that cer- 
tainly is not conducive to step- 
ping up of industrial operations. 


Consumer Buying Slows 


The dollar volume of consumer 
buying, as measured by total re- 
tail sales, has tended very slightly 
downward during the past few 
months, although monthly totals 
have continued above a _ year 
earlier. 

When allowance is made for the 
uptrend in prices, the volume of 
consumer buying is shown to be 
no larger than a year ago. As a 
matter of fact, total retail sales 
after adjustment for prices, have 
registered practically no change, 
month after month, for approxi- 
mately two years now. 

The high level of stability in 
our economy has been concealed 
to a great extent by the rising 
price trend. Retail mechants are 
well aware of this, no matter how 
loudly they may proclaim that 
the outlook is for further gains 
in sales. They know that the total 
number of sales, rather than the 
dollar volume shown by the cash 
registers, is the real guide. 

There has been, of course, a 
vast amount of price cutting. 
Without it, the volume never 
could have been as well main- 
tained. But, retailers cannot con- 
tinue to operate indefinitely at 
shrinking margins of profit while 
costs of operation rise. 

The recent semi-official survey 
of consumer attitudes, revealing 
a higher degree of caution on the 
part of the public than at any 
previous time in the recent post- 
war period, tends to supplement 
the evidence furnished by analy- 
sis of the retail sales data them- 
selves. 

We may be moving much closer 
to a real testing time for prices 


than is generally anticipated. The 
danger signals are up. 


Psychological Impacts 


For reasons that are far from 
clear, the psychological impacts 
of general business showdown 
and deflationary influences al- 
ways have come in the early Fall, 
although statistical analyses equ- 
ally invariably reveal that the 
topping out occurred months 
before. 

The failure of business activity 
to increase in full accordance 
with seasonal expectations has in 
the past on a number of occasions 
touched off much more easiness 
in the commodity price structure 
than appeared warranted at the 
time by the evidence of the statis- 
tical data on business activity. In 
the early Fall, business men ap- 
pear to be more susceptible to 
what properly must be called 
“intuitive panic” than at any 
other time in the year. 

Even though there is nothing 
in the statistics to suggest any- 
thing more than a moderate re- 
versal of the uptrend in the gen- 
eral price level, statistics seldom 
have told the full story. END 
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tially in the first-half of 1957. Net 
income for the first six months of 
this year amounted to $8,323,211, 
compared with $4,861,842 for the 
same period of 1956 when earn- 
ings were affected adversely by 
factors that were largely over- 
come later in that year. 

Earnings for the first-half of 
1957 were equivalent to $2.96 per 
share on the 2,759,158 shares of 
common stock outstanding on 
June 30th, 1957, compared with 
$1.72 per share on the 2,732,285 
common shares outstanding a year 
earlier. 

For the second quarter of 1957, 
earnings were $4,272,596 com- 
pared with $2,727,060 for the 
comparable quarter of 1956, equal 
to $1.52 and 97 cents respectively. 
As of June 30th, 1957, current 
assets amounted to $147,852,696 
and current liabilities, includ- 
ing notes payable to banks, to 
$110,063,332. Working capital 
amounted to $37,789,364. 

A special meeting of common 
stock shareholders was called for 
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August 9, 1957 for the purpose 
of taking action on a proposal 
which will permit the company to 
issue approximately $20,000,000 
of convertible subordinate deben- 
tures. Proceeds will be used to 
provide funds for additional work- 
ing capital and other general cor- 
porate purposes. 

Consecutive dividends have 
been paid since 1936. Quarterly 
dividends of 35 cents per share 
have been declared thus far this 
year. 

The outlook over coming months 
continues favorable. This com- 
pany continues to offer good long- 
term growth potentials. 


Ray-O-Vac Company 


‘Please indicate products manufactured 
by Ray-O-Vac Co. and also recent sales, 
earnings and outlook.” 


W. P., Toledo, Ohio 


Ray-O-Vac Company is one of 
the largest manufacturers of dry 
batteries, as well as industrial 
safety equipment, molded rubber 
and plastic products and sun- 
glasses. 

Net earnings of the Ray-O-Vac 
Company for the fiscal year ended 
March 31, 1957, increased slightly 
over the same period last year. 

Consolidated net sales for the 
year, including sales of Mayfair 
Molded Products Corp. since Oc- 
tober 1, 1956 and Willson Prod- 
ucts Division,manufacturer of in- 
dustrial safety equipment and 
sun-glasses, totaled $40,592,088, 
or a gain of approximately 1.5% 
over the $39,935,330 sales for the 
preceding year. 

Consistent with the policy of 
recent years, company again re- 
duced sales to military agencies, 
such sales approximating 4% of 
the total volume. 

Net earnings, after provision 
for taxes and charges, came to 
$1,818,649 equivalent to $1.64 per 
share on 1,111,168 shares out- 
standing. This figure compares 
with 1956 earnings of $1,722,603 
or $1.61 per share after adjust- 
ment for a 2-for-1 stock split in 
June 1956, (outstanding shares 
before the stock split were 535,- 
356). Earnings retained by the 
company for use in its business 
were $1,007,298 as compared with 
$919,667 for the preceding year. 

Net sales for the quarter to 
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June 30, 1957 were $8,163,201, 
net profit $271,845, equal to 24¢ 
per share on 1,111,243 shares out- 
standing. This compares with first 
quarter 1956 sales $8,481,253, net 
profit $93,307, equal to 17¢ per 
share on 535,356 shares outstand- 
ing a year ago. 

Foreign operations contributed 
24% to earnings for the year as 
against 12.5% in the previous 
year. One highlight of the year 
was the acquisition of all the out- 
standing stock, both common and 
preferred, of Mayfair Molded 
Products Corp., manufacturer of 
molded plastic and rubber prod- 
ucts. Another was listing the com- 
pany’s stock on the New York 
Stock Exchange. Trading began 
on July 5th, 1956. 

Ray-O-Vac is now able to dis- 
tribute its products in more than 
100 countries of the Free World. 
Plan to establish a battery manu- 
facturing plant in Colombia, men- 
tioned in 1956 annual report has 
been deferred for the present. 
Ray-O-Vae Co. (Japan), Ltd. is 
now on a better foundation and 
the company feels it will be a 
successful enterprise. 


The company feels the results 
for the year have been encourag- 
ing especially in view of the con- 
tinuing inflationary pressure on 
both labor and material costs. 
While this inflationary trend is 
expected to continue, sales and 
earnings for the fiscal year 1958 
are again expected to be satisfac- 
tory. 

Current quarterly dividend is 
20¢ per share. —END 
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Cigarettes 


In our opinion, cigarette stocks 
have been over-sold, yields are 
absurdly high and a sizable price 
recovery is probable from about 
the present level, even though it 
may take some time. We reason 
that the health-scare publicity 
has reached its peak, will subside 
and has lost weight with smokers 
because of several years of repe- 
tition. We figure that general 
adoption of improved filters, and 
advertising thereof, can change 
the picture materially, since it 
has already been proven (in the 
case of Lorillard’s Kent ‘“Micro- 
nite”) that the right filters can 


reduce the health hazard very 
substantially. Trade reports are 
that sales have held up satisfac. 
torily and that unit consumption 
for this year as a whole will rise 
moderately to a new peak. The 
maximum adverse effect of the 
health scare on consumption and 
on the market level of the ciga- 
rette stock group was seen as far 
back as 1954, following publicity 
on the American Cancer Society’s 
first preliminary report. With 
selling prices recently raised, 
good gains in 1957 earnings of 
most makers seems likely, and 
some dividends could be raised. 






American Tobacco 

With benefit of higher prices 
for about half the year, 1957 net) 
of American Tobacco should be 
around $8.75 a share, against lest} 
year’s $7.51. The stock appears) 
low at 71, yielding about 7%. 


Reynolds Tobacco “’B”’ 


This will be the fourth consecu- 
tive year in which earnings of! 
this outstanding cigarette com-| 
pany will rise to a new reco: ay 
level. They should be around $6.7! 

a share, against 1956’s $5. 91, 

That means that they have more| 
than doubled since the canceyr-} 
scare controversy first broke into; 


Chr aaer ree we roo 





the news. The $3.20 dividend,’ 
raised successively from $2 since” 
1953, looks like a good bet to go} 
higher over a reasonable period | 


of time. At 54, the Class “B” 
stock yields a secure 5.9% and is 
attractive, 


Oils 


Under’ the Administration’s | 


new program the international | 


oil companies will “voluntarily” 
cut their imports by about 10° 


from the average 1954-1956 lev-| 
els. They will comply because the | 


alternative is 
import controls; 


direct, official 
and because 


imports cuts are required, in ac- | 


dition to a hold-down on domestic 


output, to prevent more serious | 


excess in oil supplies and weak- 
ening of the price structure. The 
international companies are in- 
terested in low-cost imports, but 
also in U.S. prices because they 
include the biggest domestic re- 
finers and marketers. Pending 








correction of inventories—and of | 


large prior rise in the shares— | 


neither domestic nor international k 


oil stocks appeal to us for new 

buying here. Regardless of the 

import adjustment, the leading 
(Please turn to page 680) 
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403 Points Profit Available 


on [3 Forecast Recommendations 








SOUND PROGRAM FOR 
1957-58 


For Protection — Income — Profit 


There is no service more practical. . . 
more definite ... more devoted to your 
interests than The Forecast. It will bring 
you weekly: 


Three Investment Programs to meet 
your various aims ... with definite 
advices of what and when to buy and 
when to sell. 


Program 1—Top grade stocks for security and 
assured income with excellent ap- 
preciation potentials. 


Program 2—Special dynamic situations tor sub- 
stantial capital gains with large 
dividend payments. 


Program 3—Low-priced stocks for large per- 
centage growth. 


Projects the Market . . . Advises What Action to 
Take . .. Presents and interprets movements by 
industry of 46 leading groups comprising our broad 
Stock Index. 


Supply-Demand Barometer . plus Pertinent 
Charts depicting our 300 Common Stock Index. 
100 High-Priced Stocks. 100 Low-Priced Stocks; 
also Dow-Jones Industrials and Rails from 1950 
to date. 


Dow Theory Interpretation . . . tells whether 
major and intermediate trends are up or down. 
Essential Information for Subscribers . . . up-to- 


date data, earnings and dividend records or 
securities recommended. 


Telegraphic Service . . . If you desire we will wire 
you in anticipation of important market turns. 


Washington Letter—Ahead-of-the-News interpreta- 
tions of the significance of Political and Legisla- 
tive Trends. 


Weekly Business Review and Forecast of vital hap- 
penings as they govern the outlook for business 
and individual industries. 








Mal Coupon ‘ 


(he latest monthly audit shows that considering the 15 
stocks currently being carried in The Forecast—net profit of 
405 points is available, at this writing, from prices at which 
we originally recommended them. 


This includes some attractive issues which have not yet really 
begun to discount their strategic position and high promise 
for the period ahead... 


It does not include the 137% points profit we accepted in 
May through sale of two aircraft stocks ... nor the profits we 
“salted down” through partial sale of another aircraft issues. 
retained since 1954, which had appreciated over 333. 


SHARE IN OUR LATEST SPECIAL SELECTION 


Our new recommendation is a high ranking company in it- 
field. with impressive finances and an upsurge in earning 
shown by a 12'4% gain in the first half of 1957. on top of a 
22% earnings rise in 1956. A step just taken in July should 
add further to earnings. 


This recommended stock provides a yield of over 4.6% at 
current undervalued prices... 10°° below where it sold last 
November . .. It represents a fine quality investment bargain 
The time to act is now — so you will be sure to receive all 


ENROLL NOW—GET ALL OUR RECOMMENDATIONS 


The time to act is now—so you will be sure to receive all 
our coming selections of dynamic income and profit oppor- 
tunities at strategic buying prices. 


Mail your enrollment today with a list of your holdings (12 
at a time). Our staff will analyze them and advise you 
promptly which to retain — which are overpriced or vulner- 
able. By selling your least attractive issues you can release 
funds to purchase our new and future recommendations 
when we give the buying signal, for decisive 1957-58. 
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1 enclose () $75 for 6 months’ subscription: [] $125 for a year’s subscription 





SPECIAL OFFER—Includes one month extra FREE SERVICE 











of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 


(Service to start at once but date as officially beginning 
one month from the day you receive my payment.) 
SPECIAL MAIL SERVICE ON BULLETINS 
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List up to 12 of your securities for our 
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international companies have the 
best long-range potentials—as- 
suming no Middle East blow-up 
or expropriation—because they 
retain the advantage of lower- 
cost foreign output, because for- 
eign Free-World consumption of 
oil products is growing at a rate 
several times faster than the do- 
mestic consumption rate, and be- 
cause of the flexibility inherent 
in world, rather than single-coun- 
try, operations. 


Box Score 


In July, dividends were omitted 
or reduced by 19 companies, 
against 13 a year ago. There 
were 42 increases, against 48 a 
year ago. On the other hand, the 
number of extras, at 59, was a 
little above the year-ago total of 
52. Total first-half payments were 
3.5% above a year ago. As things 
look now, the year-end extras are 
not likely to equal last year’s ag- 
gregate and the full-year gain in 
payments might be held to around 


3%. 





What Second Quarter 1957 
Earnings Reports Reveal 
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stock, and an important producer 
of rail equipment raised its mar- 
gins to 8% from 6.8% a year 
earlier, and was thus able to ad- 
vance its earnings to $1.78 for 
the period from $1.49 a year ago, 
although the increase in sales was 
very small. 


Industry Majors Do Well 


But for most firms lower mar- 
gins prevail, whether sales in- 
creased or not. B. F. Goodrich, for 
example, held sales to approxi- 
mately last year’s levels, but mar- 
gins slipped a full percentage 
point under a year ago, dropping 
earnings to $1.07 per share from 
$1.28 a year earlier. Tire price 
increases scheduled to go into ef- 
fect, may better the second half 
picture, however. 

Air Reduction, a market favorite 
earlier in the year, and a princi- 
pal supplier of oxygen products 
to many industries, is also feel- 
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ing the labor cost-research and 
development cost pinch. Sales 
continue to make new highs, 
mounting to $46.8 million in the 
quarter just ended from $43 mil- 
lion last year, but with margins 


down to 8.3% from 9.4%, net per 
share receded from $1.12 last 
year and $1.16 in the first quar- 
ter, to $1.02 in the second three 
month period of this year. 

Alcoa combined a sales drop 
with lower margins to see its 
earnings recede to 91¢ for the 
quarter from $1.16 last year. 
Sales and earnings advanced 
moderately over first quarter re- 
sults however, and may improve 
further as the year progresses, 
if the industry can make its rec- 
ent 1¢ per pound price increase 
stick. 

Even the highly touted drug 
group has its share of weakening 
margins. Pfizer has already been 
mentioned, but American Cyana- 
mid, one of the best regarded 
firms in the industry saw a small 
sales advance more than offset 
by a drop in margins from 8.5% 
in the second quarter of last year 
to $8.3% this year. The drop in 
net was a moderate 2¢ per share 
from last year’s 51¢, but the de- 
cline from the 9.9% first quarter 
margins indicates that sluggish 
industrial chemical sales are not 
being overcome by the buoyant 
drug market. 

That heavy chemical pro- 
ducers are still having their 
troubles is further illustrated by 
Hercules Powder. Sales improved 
moderately in the comparable 
periods, but margins at 7.2% 
against 8.2% a year earlier 
caused earnings to drop to 55¢ 
per share from 62¢ last year. 


Growth Stocks 
Also Having Troubles 


A number of recent market 
favorites are also demonstrating 
profit margin troubles. Minneap- 
olis-Honeywell which has _ spent 
much of the year in the rarified 
price atmosphere was barely able 
to equal the 77¢ per share earned 
in the second quarter of 1956, 
despite a sales advance to $82 
million from $66.6 million. Mar- 
gins, at 6.1% of sales were also 
lower than the 7% shown in the 
first quarter of this year. 

Outboard Marine, which has 
been capitalizing heavily on the 
leisure market, and earlier this 
year enjoyed a lively spurt 
when its stock was split, is in 





much the same boat. Sales werep~ 
$8 million ahead of the second 
quarter of last year, but 14%F C 
lower margins reduced net to 69¢ 
per share from 72¢ a year ago.) 
On the constructive side, how-— ,; 
ever, second quarter margins| 
were decidedly better than the | refi’ 
first quarter’s 8.2%, which saw pro: 
earnings drop to 42¢ from 57¢f hig! 
in the first 1956 period. cial 
American Home Products, and} exp 
du Pont, however, continued to/ am: 
improve sales, profit margins and E 
earnings. Sales for American cal 
Home were up almost $10 million / int: 
from last year’s second quarter, | pro 
margins widened to 12.5% from} is 
12% a year earlier, and net al-f sty 
vanced accordingly to $2.52 per} sty 
share from $2.15. du Pont scored} era 
a healthy $30 million gain to $505 7 hw 
million over the $475 million of © uct 
last year’s second period. Wih’ ma 
margins at 20.2% against 19.5 7) wh 
last year net came to $2.18 per) tir 
share against $1.98 for the — ] 
period last year. is | 
Industry Majors Do Well - 
In addition to U.S. Steel, Ame- ins 
ican Home, du Pont and West-| dy 
inghouse, other industry leaders)’ 
performed well. Reynolds Tobacco wij 
increased its sales from $243 mil- | fo) 
lion in last year’s second three | Ty} 
months to $271 million this year. | liz 
By holding margins constant,| ye 
earning advanced to $1.70 per! ric 
share from $1.53 on the combined | yn 
A and B stock. tic 
Along with most of the major | ex 
oils, Standard Oil of New Jersey | pe 
and Gulf raised their earnings, | 
although profit margin compari- | (¢ 
sons are not yet available. gr 
In the food group, Corn Prod- [| a¢ 
ucts Refining parlayed an $11) f& 
million sales increase and im- § of 
proved margins, to score a 50‘ p) 
gain in earnings, from 31¢ per | 7 
share in the second quarter of | p 
1956 to 47¢ in this year’s period. 01 
And in the laggard airline | j; 
group, TWA, despite rate difficul- 
ties and sharply mounting costs, | a, 
was able to increase margins | # 
from 1.4% to 3.1%, and advance § 4 
its quarterly earnings from 29¢ | ¢, 
per share to 36¢ in the second | 
quarters of 1956 and 1957. ( 
In Part II of this study of Sec- ) , 
ond Quarter earnings which will | ‘ 
appear in the next issue, addi- | , 
tional companies will be dis- | 1 
cussed so that our readers will! | 
have a clear picture of the earn- | . 
ings and profit margin trends in ri t 
other important industries, as | ; 


well. 
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Keeping Abreast of 
Corporate Developments 





(Continued from page 670) 


‘refinery streams, and the finished 
‘product is expected to be the 
‘highest quality benzene commer- 
‘cial'y available. The plant also is 
expected to produce substantial 
amounts of toluene. 

Renzene is a very basic chemi- 


‘cal raw material finding its way 
illion f 


int? a growing number of end 
prolucts. One major application 


'is ts use in the production of 


styrene, a component of poly- 
sty ene plastics used for refrig- 
eracor and radio cabinets and in 
hundreds of varied plastic prod- 
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ucts. Styrene also is used in the 
manufacture of synthetic rubber 
which finds its way into auto 
tires and other products. 

In addition to styrene, benzene 
is used in the preparation of syn- 
thetic detergents, phenol deriva- 
tives and lubricating oil additives, 
insecticides, nylon, drugs and 
dyes. 

The new plant at Port Arthur 
will consist of a catalytic re- 
former and a purification unit. 
The catalytic reformer will uti- 
lize a platinum catalyst to con- 
vert a hexane-stream to a mixture 
rich in benzene. The purification 
unit then employs solvent extrac- 
tion and distillation to recover the 
extremely pure benzene from the 
benzene mixture. 

The new venture is part of 
Gulf’s previously announced pro- 
gram to increase and diversify its 
activities in the petrochemical 
field. Already a leading producer 
of ethylene, Gulf’s entry into the 
production and marketing of ben- 
zene will make it a major sup- 
plier of the two largest volume 
organic chemical raw materials 
in use today. 

Jones & Laughlin Steel Co. has 
acquired 2700 acres of land near 
Houston, Texas as first step in 
building steel plant to make pipe 
for oil and gas industries. 

Kaiser Aluminum & Chemical 
Corp. is dividing aluminum oper- 
ations into five major divisions to 
enable greater emphasis on sale 
and production of individual 
products. 

Montgomery Ward & Co. has 
completed acquisition of a con- 


trolling interest in The Fair, 
which has four Chicago-area de- 
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partment stores, by purchasing 
301,000 shares, or 80% of out- 
standing stock, from the Kresge 
Foundation, Detroit, for $7,532,- 
500, or $25 a share. Montgomery 
Ward has offered to buy remain- 
ing 70,800 outstanding shares at 
the same price. This offer expires 
August 23. 

Motorola Ine. plans $3 million, 
11,000 sq. ft. addition to Frank- 
lin Park, Illinois plant for con- 
sumer products and automotive 
products division. A 120,000 sq. 
ft. addition to television and hi-fi 
final assembly will be started in 
August. —END 





The Trend of Events 





(Continued from page 629) 


The trial made a martyr out 
of Hoffa. It set him up in a posi- 
tion where one-man control of 
shipping—land, sea and air—con- 
ceivably is within his reach. These 
were the same people who were 
demanding earlier this summer 
that something should be done! 

Something, in truth, is being 
done. But is being done by the 
labor racketeers. The lawless and 
reckless element of organized la- 
bor has gained a more danger- 
ously powerful position than ever 
before and its strength is grow- 
ing, because it is manifest that 
nobody who is in a position to do 
so has any clear-cut notion of 
what should be done. 

We are living in an era of law- 
lessness that is bound to wreck 
our country unless we do some- 
thing about it. Thus far, fear of 
these creatures and their power 
has stymied the taking of proper 
steps to eliminate their control 
and prevent the taking over of 
this country by gangsters oper- 
ating in every phase of our daily 
life. 

Having listened to the Becks— 
and the Hoffas—and the Johnny 
Dios—and having heard the evi- 
dence against them—it is hard to 
sit by and take it any longer, for 
daily we see what our casual ac- 
ceptance of this situation is hav- 
ing on our young—on the teen- 
agers—who now prey on each 
other instead of playing together ; 
and whose deleterious activities 
are now menacing the decent 
standards of our civilization. 
They are threatening our very 
rights and our ethical concepts of 
“live and let live’—and have made 


it unsafe for us and our children 
to walk the streets as free human 
beings should be able to do in the 
United States of America. 
Certainly the time has come to 
act—to save ourselves and our 
country. It calls for an angry and 
belligerent citizenry who will act 
to preserve law, order and de- 
cency—who will not only call upon 
their elected representatives to 
enact the kind of laws needed to- 
day, but who will also enlist in 
the crusade to rid the country of 
dictatorship by gangsters. The 
first step is to write your con- 
gressmen to revise the 5th 
Amendment to prevent its use as 
a legal hide-out for criminals. 
Let us join together in accom- 
plishing this purpose. We shall 
be glad to assist to the extent of 
our power. The time is now. We 
just cannot shrug this menace off 
any longer. —END 





Stock Market Facing 
Business Realities 





(Continued from page 634) 


for air lines, which have been 
denied a passenger-fare boost and 
which will therefore remain in a 
severe profit squeeze for some 
time to come. It is so of coppers, 
with no reversal of the metal’s 
present downward price trend yet 
in sight; of textiles, with chronic 
over-capacity ; of machinery, with 
the capital-goods boom around its 
peak in sales and evidently past 
its peak in new orders. A basis 
for much rise in the steel group, 
if any, is hard to see. The building- 
stock group might come to life in 
some degree, based on stimulation 
of housing activity under the more 
lenient FHA mortgage terms re- 
cently put into effect; but no 
real housing boom is in sight. 

In a nutshell, there is no change 
in our previously expressed view 
that most growth stocks are too 
high, that most income stocks will 
remain stymied by high bond 
yields for some time ahead, ex- 
cepting in the minority of cases 
where dividend boosts could jus- 
tify a moderate mark-up in pres- 
ent market prices; and that there 
are too few cyclical stocks with 
good enough earnings prospects 
to give the general market any 
significant uplift. A cautious, dis- 
criminating investment policy re- 
mains in order. — Monday, Aug- 
ust 12. __END 
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World Balance Sheet 
By ROBERT R. DOANE 


In this global survey, representing 
findings that have been assembled and 
correlated over two decades, the author 
takes inventory of the total resources 
and wealth of nations today. Land, air, 
water, people, production, consumption, 
and money are discussed with concise 
estimates in tabular form of their exist- 
ing supply and their rate of depletion. 

This work provides essential data for 
everyone concerned with the allocation 
of the world’s limited and in many cases 
seriously diminishing supply of natural 
resources. Acute population problems 
and continued misuse of these resources 
indicate, according to the author, that 
“conservation” must be the battle-cry 
for the future to counteract unbridled 
“exploitation.” 

Among the provocative questions Mr. 
Doane discusses are: the extent to which 
war, as a major activity of mankind, has 
dominated the world economic scene; 
whether the increase in the population 
of the world has been a cause or a con- 
sequence of economic advance; how ade- 
quate are monetary systems for the 
measurement of wealth? 

In the words of the author: “An at- 
tempt has here been made to obtain as 
enlightened a picture of the world we 
live in as present-day advanced knowl- 
edge in the various fields permit. It is 
against such a background of reality 
that man’s various assumptions, 
theories, and behavior are now taking 
place. It is to be hoped that some of 
these assumptions, theories and beliefs 
will develop in wisdom as our knowledge 
increases.” 
Harper $10.00 


The American Economy 
By ALVIN H. HANSEN 


The greater part of this book consists 
of six lectures given by the author on 
the Charles R. Walgreen Foundation at 
the University of Chicago, May 7—18, 
1956. Professor Hansen has added a 
number of chapters which expand some- 
what topics which could not be fully 
developed in the public lectures. He has 
also added, as an Appendix, a lecture 
delivered at the Harvard University 
Memorial Celebration in honor of Wood- 
row Wilson. 

The author reviews the economic ad- 
vances of the last generation and shows 
how they apply to the policy issues of 
the recent past, the present, and the 
near future. The reader will find much 
rich material on the improved tech- 
niques for stabilizing and expanding 
our economy, and on the relevance of 
Keynesian economics, now an accepted 
part of economics. 

Among the important issues discussed 
are: the developments of Keynes’s 
thought, the evolution of the President’s 
Council of Economic Advisers, the in- 
creased responsibility of government for 
the economic health of the nation, the 
relation of rising output and prices, and 
the inadequacies of monetary against 
fiscal policy. 
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The volume as a whole reveals the 
great advances in economic thinking 
over a generation and the resultant 
gains in national stability, investment, 
growth, productivity, and distribution. 
No American economist has done more 
than Professor Hansen to advance and 
disseminate this part of economics. 
McGraw-Hill $5.00 


Venezuela: 
Business and Finances 
By RODOLFO LUZARDO 


This up-to-date study of the rapidly 
expanding economy of Venezuela pre- 
sents a general outline of the principal 
resources of the country as well as tech- 
nical analyses of Venezuelan economics. 
Including a study of living costs and 
distribution of population, it contains 
valuable information and statistics for 
use by financiers, investors and business- 
men who are eyeing business opportuni- 
ties and markets in this unexploited 
South American country. 

Here are surveys of each of the prin- 
cipal industries of Venezuela: oil, cof- 
fee, cocoa bean, cattle, sugar, textiles, 
bananas, and natural resources. The lat- 
ter, almost untouched, can supply valu- 
able products practically for the asking, 
such as iron, coal, asphalt, gold, copper, 
diamonds, pearls, asbestos, mica. mag- 
nesite, bauxite, soda ash. Other sources 
of wealth are the sizable areas of un- 
developed farm land, and the vast un- 
tapped wealth of forest products. Perti- 
nent data are provided for estimating 
the potentiality of all these resources. 

An examination of the business cycle 
in Venezuela gives for the first time 
graphic barometers of net income, pro- 
duction and consumption. Also discussed 
are the net barter terms of trade, the 
international balance of payments, and 
the monetary policy of Venezuela. A 
special analysis of the years 1946 to 
1955 shows how during this time oil pro- 
duction in Venezuela tripled, and how 
the level of economic activities was 
raised. 

Many original statistical tables and 
charts of Venezuelan economic factors 
graphically illustrate and illuminate the 
expositions of the fascinating opportuni- 
ties in this country which is just begin- 
ning to realize its latent powers. 
Prentice-Hall, Inc. 


1957 Financial Post 
Survey of Industrials 


This 31st annual edition of the Sur- 
vey is a comprehensive manual covering 
most Canadian industrial and financial 
concerns. 

Companies covered in the Survey num- 
ber about 1,600 in a wide variety of in- 
dustries: manufacturing, public utilities, 
pulp and paper, merchandising, iron and 
steel, investment trusts and mutual 
funds, banks, trust and loan companies, 
and transportation firms. 

A Financial Post analysis of the an- 
nual reports of 356 Canadian companies 
showed that combined net profits in 1956 
increased 12% from busy 1955. Earn- 
ings were down in relation to invested 
capital, however. 


$4.95 


Only two of the 15 main groups showed 
lower profits — beverages, down 11.6% 
and lumber, down 3.2%. Biggest im. 
provements were in textiles and mer. 
chandising, with net profits up 49.8% 
and 47%, respectively. 

In this volume, the company reviews 
include earnings statements and balance 
sheets, working capital position, divi- 
dend history, funded debt, head office ad. 
dresses, subsidiaries and directors. As in 
previous editions, stock market prices 
are shown in the eight-year record of 
the price range of Canadian industvial 
stocks. All these features add to «he 
book’s value as a reference volume. 
Financial Post, Toronto $3.00 


Sterling and Regional 
Payments Systems 
By J. O. N. PERKINS 


Opinions still differ as to whether ful 
convertibility of sterling and other cur- 
rencies is a desirable or attainable goal 
of international policy, but for many 
years ahead the practical outcome is 
hardly in doubt: we must make the best 
of a world of limited convertibility, in 
which the flows of trade and payments 
depend in greater or lesser degree on 
the currency arrangements of groups of 
countries. This book looks into the ex- 
perience of the sterling area and the 
European Payments Union during the 
past decade in order to see what lessons 
can be learned for the future. It is not a 
historical narrative, but a reasoned anal- 
ysis of how these international mone- 
tary mechanisms have worked and how 
they might be made to work better. 

What economic factors are relevant 
to a government considering whether 
it should stay in the sterling area dollar 
pool or get out? Is there any way of 
giving member countries of the sterling 
area a greater incentive to watch the 
central gold and dollar reserves in fram- 
ing their own policies? Could some of 
the features of the European Payments 
Union be used in a wider system of trade 
and payments? It is with questions like 
these that the book is concerned. 
Melbourne Univ. Press, N. Y.: 
Cambridge Univ. Press 


Business Reports 
By CHESTER R. ANDERSON 
and Others 
Designed to meet the need of business 
for better reports, which present infor- 
mation quickly, clearly, and concisely, 
this book covers the techniques of both 


$5.50 








investigation and presentation — from 


the origin of the commission, through | 


planning, collecting data, organizing, 
and presenting the final report. 

Here, the authors develop one general 
basic plan that underlies all types of 
reports—a plan that can be condensed 
for the short report or expanded for the 
long one. The book is organized to fit the 
only logical way to teach report writing 
—the progression from assignment of 
memos and short reports to long, formal 
reports. Examples include student work 
as well as that from business; the book 


contains one complete formal report by | 


a student. 
McGraw-Hill 


$6.00 | 
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TREET 


Helping You to ATTAIN and RETAIN 


FINANCIAL INDEPENDENCE 


(Important — To Investors With $20,000 or More!) 


Mos investors are aiming for financial in- 
dependence . . . whether they hope to arrive at 
their goal in five, ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality .. . for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 


In the coming months and years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 
... With a host of new products, materials and 
techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense of 
less able competitors. TO YOU, as an investor, 
this adds up to an increased need for con- 
tinuing investment research and capable pro- 
fessional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unsually promising 1957 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never necessary 
for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are given, 
together with counsel as to the prices at which 
to act. Alert counsel by first class mail or air 
mail and by telegraph relieves you of any 
doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts and 
original research sometimes offer you aid not 
obtainable elsewhere—to help you to save—te 
make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provisions. 
(Our annual fee is allowed as a deduction 
from your income for Federal Income Tax 
purposes, considerably reducing the net cost 
to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








be ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—se if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee...and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MacazinE OF WALL STREET. A background of nearly fifty years of service. 


90 BROAD STREET 


NEW YORK 4. N. Y. 








“WHAT D’YOU 
SEE, MISTER?’ 


The future, son! New homes, new towns, ne 
industry ...in the Heartland of America 
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The natural gas pipeline surveyor is a sym¢ 
of progress . . . of residential and industiia 
growth in that part of America’s Heartlané 
served by Columbia Gas System. 


In Ohio, Pennsylvania, West Virginia, Kn 
tucky, Virginia, Maryland, and southern Ne 
York, the demand for natural gas keep 
mounting rapidly. Ten years ago, Columbi 
delivered 231 billion cubic feet of gas to th 
homes, businesses, and industries it serv 

Last year, that figure rose to 605 billion. 

1961, it is estimated that the System’s custom 
ers will require 845 billion cubic feet annually 


Columbia Gas System companies look to th 
future by planning and building to meet thes 
increasing needs for natural gas . . . to kee 
pace with the phenomenal growth of Amer 
ica’s Heartland. 


SYSTEM, INC 


COLUMBIA GAS SYSTEM SERVICE CORPORATIO 
120 East 4ist Street, New York 17, N. Y 


CHARLESTON GROUP: United Fuel Gas Company, Amere Gas Utilities Company, Atlantic Seaboard Corporation, Central Kentucky Natural Gas Compan: 
Virginia Gas Distribution Corporation, Kentucky Gas Transmission Corporation. COLUMBUS GROUP: The Ohio Fuel Gas Company 
PITTSBURGH GROUP: The Manufacturers Lightand Heat Company, Columbia Gasof New York, Inc., Cumberland and Allegheny Gas Company, Home Gas Compa 








